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Many A Rental 
, ~ IS CLINCHED 


That’s Why Kelvinator is Important When You Modernize 
Bank Properties 


ped that you are called upon to make ‘so many decisions 
regarding the improvement of properties for sale or 
lease, you will appreciate the help Kelvinator can give you. 
Kelvinator is known to the public and immediately conveys 
the up-to-date impression that is needed to clinch sales and 
rentals. Furthermore, Kelvinator meets all of your practical 
considerations squarely—moderate first cost, operating econ- 
omy, mechanical dependability, length of service, suitable 
installations for every type of occupancy. 





Of course you wouldn’t in any event buy blindly on so 
important a matter. But be sure you get the whole story 
before you make a decision. The Kelvinator representative 
in your city has the facts and figures you need — 
or, write us direct for a specific recommendation 
on your problems. KELVINATOR CORPORATION, 
14250 Plymouth Road, Detroit, Michigan. Factories 
also in London, Ontario, and London, England. 
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For Courteous Customer Service 


Strs: I would like to have our employees read the article 
append in your January issue, entitled ‘Selling Your Bank to 
the 1934 Public,” and I wonder if you would be kind enough to 
send me ten copies, if this number is available. 

JACKSON CHAMBERS, President, 
The Gramatan National Bank and Trust Company, 
' Bronxville, New York 
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A Community Centers Around Its Bank 


Sirs: We believe we have the distinction of offering a service 
to the people of our community unparalleled by any other bank. 
This is the supplying of clothing and food to destitute families. 

The program was started last winter and this year we have 
again established a relief headquarters. It is under the supervision 
of a church worker who has the co-operation of the entire personnel 
of the bank. Letters are written a for clothing, food, and 
other articles, and these are distributed only after a complete 
investigation of applicants. 

As a community is centered around its bank we feel that it is 
our duty to alleviate conditions that prevail among the less 
fortunate. 

J. Invin Crossett, Assistant Cashier, 
Moscow Savings Bank, Moscow, Tennessee 
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Statements for Three-Ring Binders 


Sirs: Our recently published statement is 
size, binder paper punched for filing. 
form, those interested in keeping a file of our statements could 
do so with ease. A general use of this plan would provide an 
improved method of keeping files of statements of all banks in 
which customers or other banks were interested. 

J. H. Peeswes,’ Assistant Cashier, 
Bank of Commerce, Greenwood, Mississippi 
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This Banker Liked Mr. Flint’s Article! 


Strs: Will you please send us six additional copies of the 

January issue? I wish to distribute them to some of my directors. 

The articles by Roy L. Stone and Herbert Flint are certainly 

timely and mighty interesting. We are particularly interested 

in the one by Mr. Flint on the N R A charges as handled by the 
mas, oo learing House Association. 

I have read The Burroughs Clearing House for the past eighteen 

years and have always found it interesting and decidedly helpful. 

WatTeErR I. SHERMAN, Cashier, 
The First National Bank and Trust Company, 
Of Floral Park, New York 


This Banker Didn’t Like It! 


Srtrs: It must be a strong conviction of being right or a plain 
lack of wisdom, despite forty-nine years of banking experience, 
which emboldens me to take exception to the article “Advertising 
N R A Charges to the Public” by Herbert Flint in the January 
number of your magazine. 

We admit the P easing authorship of Mr. Flint and the many 
timely and valuable suggestions contained in his article. We are 
duly impressed with the weight of the Bridgeport Clearing House 
Association and its imposing list of members. But when we 
examine its schedule of service charges for the small customers, 
when we find all checks above ten per month cost him five cents 
each and when he is told he cannot make even one deposit during 
the month without being charged one dollar for the privilege of 
so doing, we are forced to believe Mr. Flint wrote the closing 
paragraphs of his article with his “tongue in his cheek.” 

e adoption of the code, of any code, will jeopardize the 
customer’s good will; will mortally offend the little fellow; will 
demand a careful explanation to a public which has been educated 
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to believe, or allowed to get the idea that the profit made from the 
use of money deposited, the difference between the rate of interest 
received and paid, should be sufficient to run the bank successfully. 

That to me, will be our hardest task, will most severely tax our 
salesmanship. Because we did make money for our stockholders 
before and will undoubtedly be able to do so again, I shall exert 
whatever influence I have to keep our code here down to at least 
a reasonable minimum; to save us from ourselves; to prevent our 
committing suicide as General Hugh Johnson has suggested. 

Joun H. CunninGHaM, Cashier, 
The Farmers & Mechanics National Bank, Westminster, Md. 
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The Razzberries Prove Our Case 


Sirs: Please excuse my delay for not thanking you sooner for 
the prompt attention given my request of October 7, (for re- 
instatement on The Burroughs Clearing House list) and for the 
publicity given me in your November edition. The fact that many 
of my fellow examiners have given me the so-called “‘Razzberries”’ 
and that even some of my banker friends have commented on it 
proves to me that your valuable and interesting publication is 
read by everybody. 

Henry W. GREDEL, State Bank Examiner, 
Lynbrook, Long Island, New York 
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* In the stream of collection and transit items across the 
desks of Ohio’s largest national bank is found evidence of 
new correspondent relationships formed during the past year 
.. of widened recognition throughout the world of banking that 
Central United National Bank of Cleveland offers correspondents 


facilities for handling both routine and special tasks in its field. 
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STABILIZATION 





Weighing gold in the assay office, Washington, D. C. 


Ewing Galloway 


Its anticipated effect on domestic 
prices and international exchange 


HE gold reserve act of 1934 has 
ushered in a new epoch in Ameri- 
can monetary history. 

Of all the items in the new deal 
program none will exercise a wider or more permanent 
influence. 

“The most important piece of legislation since the Civil 
War,”’ was the characterization given by Dr. H. Parker 
Willis, professor of banking at Columbia University. 

This sweeping statement was not an idle remark by 
one with only a casual knowledge of such matters. It was 
a considered opinion, uttered before the Senate banking 
and currency committee, by an author of many books on 
banking and monetary questions and a technical expert 
attached to Congressional committees at the time of the 
framing of such significant measures as the Federal Reserve 
Act of 1913 and the banking act of 1933. 

Dr. Willis like a number of other economists and 
financial authorities who appeared before committees in 
Congress was critical in his comments. Whether approv- 
ing or disapproving the expert witnesses agreed with Dr. 
Willis’ appraisal of the far-reaching implications of this 
instrument by which one phase of the so-called Roosevelt 
revolution is being accomplished. 

The gold reserve act represents both a triumph and a 
supreme test for the theories espoused by Professor George 
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F. Warren of Cornell University and 
Professor James Harvey Rogers of 
Yale University, the two chief advisers 
of the President in monetary matters. 

President Roosevelt, affixing his signature on his birth- 
day, January 30, described the new law as “the nicest 
birthday present” he had ever had. 


In brief the act does these things : 


1. Vests title to all monetary gold stocks in the Treas- 
ury. 
2. Sets up a stabilization fund with $2,000,000,000 out 
of gold profit accruing to the Treasury for the purchase of 
gold and foreign exchange and government bonds. Through 
this fund it is proposed to continue the effort to lift the 
commodity price level by the medium of a depreciated 
dollar. 

3. Fixes 60 cents as the upper limit of devaluation of 
the dollar, the lower limit being 50 cents under the Thomas 
inflation amendment to the agricultural adjustment act. 
The President acted under this authority on January 31 by 
providing for a 59.06 cent dollar. It meant the first change 
in the statutory price of gold for nearly 100 years. 

4. Abolishes coinage of gold and establishes what is 
termed a modified international gold bullion standard as 
the basis of a managed currency system. Gold bullion is 
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available for settlement of trade balances but not for 
redemption of currency. 

5. Endows the Secretary of the Treasury with tremen- 
dous powers. 

Like other measures of vital character enacted under 
the present administration the gold reserve act was speeded 
through Congress in an extraordinarily short time. While it 
represented a logical culmination of policies developed since 
this country left the gold standard last spring the actual 
legislation was of a more comprehensive character than 
many had expected. 

The bill was introduced in the two Houses of Congress 
on January 15 simultaneously with a message submitted by 
President Roosevelt. In this message the President laid 
down the premise that free circulation of gold coins is 
unnecessary, leads to hoarding and tends to a possible 
weakening of national financial structures in times of 
emergency, that the practice of transferring gold from one 
individual to another or from the government to an 
individual within a nation is not only unnecessary but in 
every way undesirable and that the transfer of gold in bulk 


is essential only for the payment of international trade 
balances. 


FROM this premise the President argued that it was a 

prudent step to vest in the government of a nation the 
title to and possession of all monetary gold within its 
boundaries and to keep that gold in the form of bullion 
rather than in coin. While contending that there was 
authority under the emergency banking act to take over 
all gold the President told Congress that because of the 
importance of the matter he preferred to ask for specific 
legislation. By vesting title to all gold in the government 
the President pointed out that the total stock would serve 
as a permanent and fixed metallic reserve which would 
change in amount only so far as necessary for the settle- 
ment of international balances or as might be required by a 
future agreement among the nations of the world for a 
redistribution of stocks of monetary gold. 

With respect to the determination of the gold value of 
the dollar the President did not believe it desirable that 
an exact value should be now fixed but he was of the opinion 
that a revaluation should not be at more than 60 per cent 
of the old amount. Consequently he recommended a 
modification of the Thomas inflation amendment authoriz- 
ing a reduction of the gold content of the dollar by not 
more than 50 per cent under which as changed the upper 
limit would be fixed at 60 per cent of the old value. 

In proposing the use of $2,000,000,000 of the gold 
profit for a stabilization fund the President said it was 
desirable to be prepared to bring a greater degree of 
stability to foreign exchange rates by express authority to 
the Secretary of the Treasury to buy and sell gold at home 
and abroad and to deal in foreign exchange. 

As to silver the President said he looked for a greatly 
increased use of silver in the currency systems of the world 
but that he would withhold any recommendation to 
Congress along this line until the results of the silver pur- 
chase program under an executive order by authority of 
the Thomas amendment are more evident. The silver 
purchases are designed to absorb in the currency system 
the bulk of the domestic production for four years as part 
of the London agreement entered into by silver producing 
and consuming nations. 

The President in concluding his message stressed two 
principles. One was the maintenance of “a sound currency 
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FOREIGN TRADE—lIt is in foreign trade that the function 


of gold is reduced to its simplest terms. It is an exchange 
of goods for gold. The lifting of export restrictions should 
encourage foreign trade 


which, insofar as possible, will have a fairly constant 
standard of purchasing power and be adequate for the 
purposes of daily use and the establishment of credit.”” The 
other was “the inherent right of government to issue 
currency and to be the sole custodian and owner of the base 
or reserve of precious metals underlying that currency.” 

Within two weeks after the submission of the message 
the legislation had run the gauntlet in both Houses. The 
House made no changes from the administration draft. The 
Senate passed it in a form acceptable to the administration, 
amendments limiting the operation of the stabilization fund 
and adjustments in the gold content of the dollar to two 
years with authority to the President to extend them for 
one additional year which were proposed by the banking 
and currency committee at the instance of critics led by 
Senator Carter Glass of Virginia being accepted. Amend- 
ments restricting the power of the Secretary of the Treasury 
by creating a board to control stabilization operations 
which were proposed by the committee were rejected. A 
silver purchase amendment was rejected by a narrow 
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; Keystone View Co. 

GOLD SETTLEMENTS— The illustration on the opposite page 

shows a steamship receiving its cargo of goods for foreign 

shipment. The illustration above shows the unloading of a 
shipment of incoming gold 


margin of two votes. In the final votes in the two Houses 
only three Democrats in each branch were recorded in 
opposition, a remarkable tribute to the leadership of the 
President. The House concurred in Senate amendments, 
which included a provision acceptable to the administration 
making it possible to issue silver certificates in place of 
silver dollars in payment of bullion under the operations 
already in progress and also to issue silver certificates 
against any other bullion held by the Treasury. 

After signing the bill on the afternoon of January 30 
the President lost no time in making it effective. Regula- 
tions relating to the handling of gold were issued by the 
Treasury Department the same day. The following day, 
January 31, the President signed a proclamation fixing the 
weight of the gold dollar at 15 5/21 grains, nine-tenths 
fine. This represented 59.06 per cent of the former weight 
of 25.8 grains, nine-tenths fine. 

Simultaneously, the President announced that the 
Treasury, beginning February 1, would buy through the 
Federal Reserve Bank of New York as fiscal agent any and 
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all gold, whether mined in this country or shipped from 
abroad, delivered to any United States mine or the assay 
offices in New York or Seattle at the rate of $35.00 per fine 
troy ounce, less the usual mint charges and less one-fourth 
of 1 per cent for handling. 

The $35.00 price was the exact equivalent of the 59.06 
cent dollar. 

It was also made known that the Treasury would sell 
gold for export to foreign central banks whenever exchange 
rates with gold standard currencies reach the gold export 
point. 

In effect it meant the establishment of a free gold 
market in this country which had been urged by those 
approving the gold purchase program in progress since the 
latter part of October. Previously, while the Reconstruc- 
tion Finance Corporation at the start and subsequently 
the Treasury had bought domestic gold at a fixed price 
and had bought gold in Europe at the market price, the 
world price at London had lagged from $1.50 to $1.65 
behind the government price at New York. It seemed 
impossible, even though extensive purchases were made, 
to bring the London price up to the American -price or in 
other words to reduce the dollar from a value of about 
63 cents abroad to 60 cents, which was the equivalent of 
the $34.45 price, less handling charges, which was in effect 
up to the time of the enactment of the gold reserve act. 


"THE broad gold purchase plan, under which it became 

possible for commercial banks in this country to import 
gold for sale at the $35.00 price, was the method of making 
it a certainty that the dollar could be hammered down to 
59.06 cents abroad. Thereafter the program contemplated 
by further purchases and sales of gold and also of foreign 
exchange to attempt to hold the dollar at the desired point. 
A rise in the dollar might be checked by the sale of dollars 
abroad or in other words the purchase of foreign exchange. 
In view of the demand for dollars in the repatriation of 
American capital which fled from this country during past 
months the problem of keeping the dollar down in foreign 
exchanges was not a simple one. There was the possibility 
that a considerable part of the $2,000,000,000 fund might 
be used in the purchase of foreign exchange. 

The principle at the bottom of the operation was well 
understood. It represented the carrying out of Professor 
Warren’s plan for the lifting of commodity prices through a 
depreciation of the dollar. Under his theory that gold is 
the chief influence in the determination of commodity 
prices the increase of about two-thirds in the old statutory 
price of $20.67 an ounce should ultimately be reflected in a 
similar increase in the general commodity price level. The 
price level actually has risen more than 20 per cent since 
last March while raw materials which figure in international 
trade and thus are more directly responsive to foreign 
exchange movements have increased by a considerably 
larger percentage. Critics of the Warren theory maintain 
that gold is not a dominant factor in price changes but the 
trend nevertheless is upward. 

While an increase of about two-thirds in the commodity 
price level which was represented by an index number of 
about fifty-nine in March, would bring it up to the 1926 
level of 100 Professor Warren has favored a 100 per cent 
increase in the price of gold, the equivalent of a 50 cent 
dollar, as a certain method of attaining the desired price 
level. 

In the light of an express reservation by President 


Roosevelt in his proclamation reducing the (See page 28) 
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Finding Borrowers 
—of the RIGHT Kind 


How one country banker picks out the 
good risks in advance, then goes out 
and actively solicits their business 


by 
OMAR H. 


WRIGHT 


President, The Second National Bank, Belvidere, Illinois, and 
Former President of the Illinois Bankers Association 


ANKERS say a great deal these 
B days about the difficulty of earn- 

ing a profit. Admittedly the 
profitable type of business does not 
flow in our front doors as it did a few 
years ago. Neither has it been flowing 
in the front doors of most commercial 
and industrial concerns. But then, 
profits have never been inclined to 
seek out somebody upon whom to 
shower down. They have always 
shown partisan favoritism for the man 
who actively and intelligently goes 
after them —whether he runs a store 
or a factory, a farm or a bank. 

This article is not written for city 
bankers; my experience is in country 
banking. It is pointed at our fellow 
country bankers who want to make 
more profits. It will endeavor to bring 
out into the light some methods that 
have been successfully used in these 
times by bankers with the same 
general problems we all have. 

As a starter it seems fair to ask: Who 
ever passed a law compelling the 
country banker to wait for profitable 
business to hunt him up? Some 
professions, medicine, law, dentistry, 
have an inviolable rule that a man 
must not solicit business or clientele 
if he wishes to practice along ethical 
lines. Yet even in these professions 
the outstandingly successful indi- 
viduals have usually been known, 
altogether ethically and permissibly, 
to create business which thereupon 
naturally comes to them for handling. 
A lawyer sees an opportunity for a 
new corporation to take over, at a 
profit to all concerned, some of the 
functions of several businesses —so of 
course he handles its incorporation for 


its founders, and thereafter serves as 
its counsel. An architect discerns a 
need for a new building to serve his 
community in a way it has never been 
served —so the plans are drawn in his 
office when the project comes to this 
stage, and his superintendent of con- 
struction is on the job until the con- 
tractor has delivered the completed 
structure to its owners. But most 
country bankers sit behind the rail or 
stand behind the windows and feel 
abused because profits are not coming 
their way. 

Not so far from our bank, as dis- 


tances go in Illinois, is a country 
banker whose deposits and profits are 
holding up admirably. Not long ago 
a city man was looking over his state- 
ment. 

“That’s an unusually large volume of 
loans and discounts for these times,” 
commented the visitor. “‘What are 
they, old-timers waiting to be written 
off out of profits?’ 

“They are not!” replied the small- 
town banker. “That is good clean 
paper. Most of it is as good as any 
you ever saw in a bank’s note case. 
Some of it is a little slow, of course. 
But most of our poor loans were written 
off long since.” 

“Then how do you happen to have 
so much in loans and discounts,” he 
persisted, ““when most banks like yours 
have so little? That item is half again 
as large as any I’ve seen recently in a 
bank that has cleared out the junk.” 

**Well,’’ explained the country 
banker, “I suppose you’d say it’s 
because I go after good loans and 
make them.” 

““Meaning what?” 

“Well, here’s an example. About 
the best grade of local loans we can 


Any bank with $200,000 could better afford to maintain one good banker in 
luxurious ease sitting in the back office and thinking about credits and 
loans and investments than it can afford to do without him 
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get here is cattle paper, loans on beef 
cattle for feeding. They are absolutely 
liquid. The farmer who buys feeders 
has all or most of his feed on hand, 
which is another asset behind the loan. 
The collateral steadily gains weight, 
and therefore gains in value. Given 
a farmer who knows how to fatten up 
the young stuff and who has a good 
net worth, it’s a sweeter loan than you 
often get in the cities. And it pays 
6 per cent or 7 per cent even now. 

“I know all that class of farmers 
hereabouts, and I know pretty well 
how they are fixed for feed and feeders. 
When I see a chance for a farmer to 
make a little money by taking on 
another car or two of steers, I watch 
for a chance to see him in town. If he 
doesn’t cross my path within a few 
days, I stop by his farm some morning. 
‘How many feeders you got now, 
John?’ I ask him very casually. 

““*A car and a half,’ he tells me. 
“They’re looking pretty good, too.’ 

“‘Well, there is the chance I’ve made. 
“Why don’t you have more?’ I inquire. 

“*The market hasn’t looked just 
right to me,’ he may explain. ‘But 
it’s working in the right direction now, 
and maybe it would pay me. But 
shucks, I haven’t got the money or the 
credit to get as much as two cars more.’ 

***Who says you haven’t? I’ll loan 
you money to buy as many feeders as 
you can handle on your own feed. 
Just come in any time conditions look 
right to you, and don’t ask for the 
loan —tell me to give it to you. Be 
sure you sign a note before you go to 
the city after ’em, though. I don’t 
like drafts coming through without a 
note to back them up.’ Then we talk 
about the weather for a while, and 
duck shooting, and I go my way. 


“Now then, you'll notice I haven’t 

urged John to buy more feeders — 
for if I did, and the venture didn’t turn 
out well, the bank would virtually be 
in partnership with him. But I have 
at least called his attention to the 
possibility of more feeders and I’ve 
shown him how to finance them. 
That’s what I call constructive loaning! 
I’ll bet I can show you double the beef 
cattle hereabouts that we had five 
years ago—and I can show you about 
$100,000 in feeder loans that is yielding 
us $6,500 instead of lying dead in a 
city correspondent account.” 

We follow very much this same 
policy in connection with dairy cattle 
loans—something which is perhaps 
closely confined to the milk sheds of 
the big cities. (Our farming is very 
largely the production of whole milk 
for the Chicago market.) This is 
monthly payment paper on dairy cows, 
conditional sales contracts with the 
dealer’s endorsement. Because the 
dairy cows yield milk checks, this paper 
is almost self-liquidating. Secured as 


it is, in my judg- 
ment it constitutes 
an even better 
type of loan than 
the so-called feeder 
cattle paper which 
goes out and comes 
back in large lump 
sums. 

This dairy cow 
paper is a lot of 
work because it 
means we have 
to handle small 
monthly payments 
spread over any- 
where from six to 
fifteen months. 
But it is almost 
sure pay, without 
any trouble. I do 
not believe we 
have ever lost a 
dollar on these 
dairy cattle loans, 
and I don’t sup- 
pose we have two 
cases a year where 
the dealer has to 
repossess the stock 
to get his —and our 
—money. The rea- 
son, of course, is 
that these loans 
are not attractive 
unless they will 
permit the farmer 
to increase his 
profits, and we do 
not solicit any 
other type. 

So much for the 
type of business- 
getting that con- 
sists of showing 
customers how to 
earn a profit by 
using the bank’s 
service. There are 
other types equally 
good. A country 
banker is usually 
not too enthusi- 
astic for some 
kinds of local re- 
discounts, such as 
automobile finance 
company or dealer 
paper (or, for that 
matter, dairy cow paper) even though 
they may be both profitable and safe. 
For when he bears down on the 
borrower—and sometimes when he 
doesn’t!—the local business men lay 
upon his shoulders the blame for their 
own need for being hard-boiled. And 
in the long run this loses him good will 
and business. 

Several country bankers of my 
acquaintance take advantage of this 
by going to other towns after this class 
of business. Our bank, in a town of 
about 8,000 population, has half a 
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dozen such accounts all within 
seventy-five miles of our front door. 
None of them walked in the front 
door, however. We went out and 
brought them in. These are large 
borrowers and likewise carry good 
balances, so we make money on them 
from both directions. What is more, 
these are profits we could not make in 
our own community. Nor do we incur 
any local ill-will from handling these 
loans in businesslike fashion. 

An additional advantage of soliciting 
borrowing accounts is that the banker 
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can choose the good risks in advance. 
Thus he does not have to turn down 
any applicants from those he has 
solicited. After all, this is exactly what 
big-city banks do with intelligently 
operated new business departments. 
There is no good reason why the 
country banker cannot do the same 
thing. 

Closely akin to this is the matter of 
loaning to non-customers. If someone 
comes to the bank for a loan, either 
on his statement or on adequate 
collateral, why not make the loan if it 
is otherwise desirable? A loan to a 
non-customer can be handled in busi- 
nesslike style—call it hard-boiled if 
you prefer the term. The banker can 
and should say to such a loan appli- 
cant: “All right, you may have the 
loan for ninety days. But keep in 
mind that it is for ninety days. At 
the end of that time, or any time 
before then if the margin is not main- 
tained, you'll be sold out on a minute’s 
notice. Any question of renewal is an 
entirely separate transaction.” 

This is, of course, how all loans 
should ideally be made. The difference 
is that with a customer other con- 
siderations sometimes enter in to make 
the banker stray from his knowledge 
of just how it should be done. With a 
borrower who is not a customer such 
complications do not exist. 

From time to time when business- 
getting activities have been suggested, 
country bankers have objected that 
they have no time for such work. 
Right there we come to one of the 
fundamental weaknesses of coun- 
try banking as it is often con- 
ducted. Profits in country 
banking even in boom times 
are neither easy to earn nor 
. luxurious when earned. The 
country banker has to watch his 
expenses pretty carefully to 
make sure that no waste creeps 
in. So he gets into the habit of 
considering that penny-pinching 
is his first duty in life. He be- 
comes more interested in holding 
down expenses than in increasing 
his profits—and despite all the 
fine talk about service to the 
public, the hope of profits is the 
reason for running a bank. 

_ It is easy to misplace the 
emphasis, to concentrate all 
available energy on economizing 
instead of on money-making 
banking. But it is a clear case of 
the man who could not see the 
forest because of the trees. The 
most effective way to reduce 
overhead expense would be to 
close up the bank and liquidate! 

My contention has for years 
been that a country banker who 
is really competent to run a 
sound bank has no business per- 
forming clerical dutiesin his bank. 


Oh, yes, if there happens to be a brief 
rush which he can relieve by pitching 
in for a few minutes. But not as a 
regular routine. The country bank 
with the minimum staff of a man— 
usually the cashier—and a girl who 
may or may not carry an official title, 
is usually understaffed. It is generally 
guilty of the error of too low an over- 
head expense, an overhead.so low that 
it interferes with the profit possibilities 
of the bank. 


OU know how itis. The lone man is 

busy notarizing automobile license 
applications, cashing checks, selling 
drafts, doing the million-and-one small 
jobs that make up the bulk of the day’s 
work. In comes a man who wants to 
borrow some money. The banker is 
so busy keeping down expense that he 
has to make his decision on mighty 
little information. Usually he makes 
a snap judgment of yes or no —and his 
chances of being right are none too 
great. Why? Simply because you 
cannot make right decisions even 95 
per cent of the time while you are 
rushed with petty detail. Even though 
it is subconsciously, you inevitably 
rush the decision so that you can take 
care of the three people who are lined 
up waiting for you. With human 
nature what it is, this is unchangeable. 

Any bank with enough deposits to 
justify its continued existence can 
afford one man whose chief job is 
banking, as contrasted with operating 
detail. I believe that any bank with 
$200,000 could better afford to main- 





There is plenty of profit-making opportunity 
in country banking even today, if the banker 


overlooks no bets 
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tain one good banker in luxurious ease 
sitting in the back office and thinking 
about credits and loans and invest- 
ments than it can afford to do without 
him —yes, even if he sits with his feet 
on the table most of the time, and 
looks out the window. At least, when 
a loan applicant comes in this man 
can give his affairs undivided attention, 
study the facts, and make the loan or 
refuse it on up-to-date factual grounds 
instead of operating by guess and 
general impression and facts that were 
gathered perhaps six years previously. 
Country bankers, as all of us regret, 
do not command twenty-thousand- 
dollar salaries. We come pretty cheap, 
by the month. And if such a man 
strains out three or four loans which 
would otherwise be made and become 
losses, if he finds justification for mak- 
ing a couple of dozen loans per year 
which are good but do not look so at 
first glance, then he not only pays his 
own salary but leaves the bank a nice 
profit above this expense. 

It is such a man who has time to do 
some constructive thinking about 
where to get new business, where to 
find good loans, which of his customers 
might make some extra money for 
themselves and for the bank by using 
some of the bank’s funds that are 
lying around idle, not even drawing 
Y4 per cent since last June 15. Such 
a man gets a chance to go out in the 
country to talk with farmers and 
cross-roads business men, to get an 
understanding of the problems of 
cattle dealers and automobile finance 
companies in the next county. 
In short, he not only justifies his 
existence by preventing losses 
but he yields a substantial net 
profit by going out and getting 
business of the type that pays 
the best returns. 

Impractical, do you say? I 
have been told so frequently. 
But it is the way we run our 
bank, and it pays us. Our bank 
has, as a result of being a bit 
liberal on expense, developed 
rather more business than on the 
surface appears available. Our 
funds are kept as busy as we 
dare keep them in these times, 
and when loan demands upon 
us increase we usually know 
where to go out and dig up some 
more good deposits to increase 
our loaning capacity. In short, 
we have found that this method 
not only cuts our losses but also 
increases our income more than 
enough to justify the plan. 

What sorts of business-getting 
activities can be turned to profit 
by a banker with spare time on 
his hands? Well, we have al- 
ready considered several vari- 
eties. There are others. Recently 
to keep some _ (See page 28) 
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Comptroller O’Connor’s Recommendations 
for Changes in the Banking Law 


OMPTROLLER of the Currency J. F. T. O’Connor in 
his annual report, made public on February 15, 
recommended numerous amendments to banking laws. 
Most of his suggestions were designed to clarify and make 
more workable provisions of the banking act of 1933. 

His recommendations include the following : 

1. (Section 2) Clarify definitions of “‘affiliates’” and 
“holding company affiliates” to do away with the necessity 
for obtaining reports from “accidental affiliates,” that is, 
from corporations or institutions in which the bank may 
have come into control. This section should also be 
clarified ‘‘to indicate whether or not a subsidiary of a hold- 
ing company or an affiliate thereof thereby also becomes 
an affiliate of the bank controlled by the holding company.” 

2. (Section 11) Clarify section dealing with payment 
of interest on demand deposits. This discriminates 
against Federal depositing officials of public funds and is 
in favor of state officials. Revise provision prohibiting 
banks from paying any time deposit before its maturity. 

3. (Section 12) Clarify term “executive officer” in 
provision that “no executive officer of any member bank 
shall borrow or otherwise become indebted to any member 
bank of which he is an officer.” There is also a question 
as to whether or not a bank is prohibited from accepting 
the accommodation endorsement or guarantee of an 
executive officer, and also whether a loan to a partnership 
in which the executive officer is a partner is included. 

4. (Section 16) Clarify term “investment securities,” 
expressly to permit national banks to perform the service 
of purchasing or selling corporate stocks for customers. 
This apparently is prohibited under existing definition. 

5. (Section 18) Provision that “no certificate repre- 
senting stock of any such association shall represent 
the stock of any other corporation,” should be made 
automatic, and without the necessity for issuing new shares. 

6. (Section 20) Clarify section providing for divorce of 
security affiliates to determine whether common stock 
ownership of mortgage corporations, making loans on real 
estate securities, chattel mortgage securities, automobiles, 
or other chattels is included. This is desirable because the 
organization of these corporations has been encouraged. 

7. (Section 21) Modify provision which prevents other 
than banking corporations from “receiving deposits” in 
connection with employee savings, old age pensions, etc., 
unless submitting to examination. 

8. (Section 26-a) ‘““This section requires clarification for 
the purpose of determining whether or not the obligations 
of all subsidiary corporations must be totaled for deter- 
mining whether or not an excess loan has been made where 
the bank has made no loan to the parent corporation.” 

9. (Section 31) A return to the old requirements of the 


amounts of stock that must be held in a bank to 
qualify directors is recommended. 

10. (Section 32) Clarify provision that officers or 
directors of member banks shall not be officers or directors 
of any institution engaged “‘in the business of purchasing, 
selling, or negotiating securities,” to determine if this was 
intended to apply only to the business of dealing in stock 
exchange securities, or if it includes making mortgage loans. 

11. (Section 33) Amend provision that “no director, 
officer, or employee shall at the same time be a director, 
officer, or employee of a corporation or partnership 
which shall make loans secured by stock or bond collateral.” 
Strictly interpreted this would disqualify from serving as a 
director any business man whose business might, as an 
incident, make as many as two collateral loans in a year. 

12. Existing law dealing with the consolidation of two 
national banks should be completely rewritten to provide 
(1) for effective passage of trust fiduciary powers; (2) 
accountability to dissenting stockholders for proceeds of 
sale of stock in excess of the appraised value placed thereon; 
(3) to meet the situation where one appraiser refuses to 
agree with the other two appraisers. 

13. Amend law providing that in the withdrawal or 
transfer of registered bonds to secure circulation, such 
bonds shall be countersigned by the Comptroller of the 
Currency, and provide that the Comptroller may designate 
one or more persons to make these countersignatures. 

14. Amend existing law governing the election of 
directors by stockholders by “providing that wherever the 
law requires that action by the shareholders shall be by 
either the vote of shareholders owning a majority of the 
stock or by vote of the shareholders owning two-thirds of 
stock of the association that in determining said majority 
or two-thirds, said majority or said two-thirds shall be 
computed upon the basis of the outstanding stock possessed 
of and entitled to a vote at the time the action is taken.” 

15. Amend law governing conversion of state banks 
into national banks to give Comptroller of the Currency 
discretion over assets not legal for national banks. 


Government Obligations Amounting to 
Ten Billions Now Held by Banks 


Orthodox financing methods, adhered to by the 
Treasury in launching its program for raising new money 
and meeting of maturities, point to a further increase in 
the holdings of government securities by banks. 

If the experience of the depression years thus far is 
any criterion, upwards of $5,000,000,000 of the new money 
will be furnished by the banks. It would be made possible 
by credit expansion under the Federal Reserve System. 
That the banks and the Reserve banks absorbed five- 
sixths of the securities represented by the increase in the 
public debt in the three years from July 1, 1930, to July 1, 
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1933, is shown by available figures. The public debt 
increased by $6,300,000,000 during that period. The 
holdings by banks and Reserve banks of government 
obligations increased by $5,300,000,000, about $3,500,000,- 
000 of the increase being in holdings by national and 
state banks. 

Total holdings of government obligations by banks and 
Reserve banks at present amount to about $10,000,000,- 
000 or nearly 45 per cent of the total public debt. The 
twelve Federal Reserve banks have about $2,400,000,000 
of the total. The total for all banks as of June 30 last was 
$7,795,999,000 of which $4,031,576,000 was held by 
national banks, $2,861,116,000 by state member banks 
and $903,307,000 by non-member state banks. The total 
represented 15.20 per cent of bank resources. On July 1, 
1929, total holdings of the banks were $4,511,030,000 or 
6.25 per cent of all resources. 

The Treasury started its financing program auspiciously 
with heavy oversubscriptions for issues of notes and 
certificates of indebtedness aggregating $1,000,000,000. 
The relatively high interest rates made a successful oper- 
ation assured. The theory was that the impetus given by 
the favorable reception would make it possible to conduct 
further operations without regularly making the terms 
more attractive than warranted by market conditions. The 
initial offering avoided any test of the market with respect 
to long term bonds such as the Treasury would like to 
issue at the first favorable opportunity. 

Whether the Treasury will find it desirable to use the 
Thomas inflation amendment authorization for direct pur- 
chases of government securities by Federal Reserve banks 
up to $3,000,000,000 is one of the uncertainties of the 
financing program. 


Prospect Brightens for Modification of 
Permanent Insurance Plan 


Sentiment for a modification of the permanent bank 
deposit insurance law so that it would operate somewhat 
along the lines of the temporary law, was increasing during 
the early weeks of the session of Congress. 

Senator A. H. Vandenberg of Michigan, the original 
sponsor of the temporary insurance plan, is among those 
favoring such action. 

‘Since we are having such a satisfying experience with 
the $2,500 limitation,” said Senator Vandenberg in pre- 
senting his views in the Senate, ““we might better proceed 
longer than six months under the $2,500 limitation and 
gain a broader experience of the whole subject before we 
undertake, if ever, to go into these higher brackets and 
insure these stupendous deposits which are in the hands of 
men who ought to be able to look out for themselves.” 

Under the temporary fund about 54,000,000 individual 
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bank accounts are protected up to $2,500 each, the insured 
deposits amounting to about $15,200,000,000. Total bank 
deposits in the United States are more than two and one- 
half times this amount. 

Out of 13,431 banks which are members of the insurance 
fund 5,175 are national banks, 873 are state chartered 
banks affiliated with the Federal Reserve System while 
7,383 are state chartered banks not affiliated with the 
Federal Reserve System. 

Leo J. Crowley, appointed by President Roosevelt to 
succeed Walter J. Cummings as chairman of the federal 
deposit insurance corporation, recently has served as 
general agent of the farm credit administration for the 
St. Paul land bank district. He was formerly a banker in 
Madison, Wis. and subsequently served as chairman of 
a state banking review board in Wisconsin. He has been 
close to Governor Schmedeman of that state. 


R. F. C. Extends Purchases of Notes 
Preferred Stock to 5,650 Banks 


Strengthening of the capital structure of banks and 
release of frozen bank deposits through loans have been 
going forward as a result of the extension of the life, and an 
increase in loaning power, of the Reconstruction Finance 
Corporation. Under legislation enacted by Congress on 
the recommendation of President Roosevelt commitments 
by the corporation for loans may be made until February 1, 
1935, with actual disbursement of funds up to one year 
thereafter. The loaning power of the corporation was 
increased by $850,000,000. Under the old law the cor- 
poration would have ceased to make loans the latter part 
of January and its funds were about exhausted except for 
repayments averaging about $50,000,000 monthly. 

Early in February the corporation had invested more 
than $900,000,000 in preferred stock and capital notes of 
more than 5,650 banks and expected to increase the total 
to $1,350,000,000 before July 1. Loans for liquidation pur- 
poses, totaling more than $630,000,000, had been made to 
more than 1,680 banks. Of this amount about $300,000,000 
had been made since October when a bank liquidating 
board was set up by the administration to speed up the 
release of frozen deposits. It was expected to loan between 
$300,000,000 and $400,000,000 additional for this purpose 
before July 1. The house banking and currency committee 
report approving the bill extending the life of the corpora- 
tion stated that there was still frozen in banks closed since 
January 1, 1933, about $2,600,000,000 of which about 
$1,440,000,000 should be ultimately recoverable. 

The issuance of the corporation’s debentures in pay- 
ment of capital stock and capital notes, to such banks as 
did not need cash, was discontinued at the instance of the 
Treasury Department. The Treasury feared that the 
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interest rates of 2,214 and 3 per cent were out of line with 
and might interfere with its financing. Only about 
$175,000,000 of the debentures were actually issued. 

A summary of all activities of the corporation from 
February 2, 1932, to December 31, 1933, shows that total 
loans to banks for all purposes amounted to $1,429,580,716 
of which $710,659,693 had been repaid, the balance out- 
standing being $718,921,022. The loans were made to 
6,457 institutions. These loans included those made prior 
to the bank holiday as well as those on assets of closed 
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N RA Approves Increased Membership 
of Banking Code Committee 


Under a modification of the banking code approved by 
National Recovery Administrator Hugh S. Johnson the 
number of members of the banking code committee has 
been increased. 

In the code as originally effective the committee was 
made up of fifteen representatives of the American Bankers 
Association, one representative selected by 51 per cent 





banks. They are, however, 


that have been made in capital 


exclusive of 
stock and notes. 


investments 





(measured by total resources) of the non-members of the 
association and one representative appointed (See page 32) 

















The NRA Defines Service Charges 








Fair trade practice provisions under 
the banking code, which were held up 
by National Recovery Administrator 
Hugh S. Johnson after a misunder- 
standing as to their approval, have 
been in process of revision by the city 
and regional clearing house associations 
and other groups. This revision pro- 
ceeded after General Johnson on 
January 31 announced approval of a 
definition of service charges and a 
standard formula to be used in the 
analysis of checking accounts sub- 
mitted by the banking code committee. 
General Johnson cancelled a hearing 
tentatively set for February 16 after 
arranging with the banking code com- 
mittee headed by Ronald Ransom for 
revision of the local fair trade practice 
rules as prepared originally the latter 
part of December. 

In his announcement General John- 
son said: 

“The revision of these schedules is to 
be along the lines that are best suited 
to each locality and are to be fair and 
equitable to both the depositors and 
the banks according to their local 
conditions. The revised schedules are 
to be resubmitted through the banking 
code committee for my approval. 
When so submitted they will be given 
consideration by me with an oppor- 
tunity to any parties interested to 
present objections to the service 
charges as determined or to the 
standard formula, with a public hearing 
to be called if it is deemed necessary.” 

The definition of the term “Service 
Charges” and the standard formula 
are as follows: 


DEFINITION 


“The term ‘Service Charges’ is 
hereby construed to apply only to the 
determination of the method of com- 
pensating the banks on _ checking 
accounts, either in the form of adequate 
balances or charges. 

‘**These ‘Service Charges’ are to be 
determined by the application of a 
uniform rule or formula. 


“Any other charges or analysis 
factors which banks may wish to make 
or use for services not specifically pro- 
vided for in the code and which are not 
set forth in this rule or formula shall 
be a matter of determination by 
individual banks, or by clearing house 
agreement and shall not be controlled 
by code authority.” 


STANDARD FORMULA 


I. “Accounts and results of oper- 
ation shall be reviewed for the purpose 
of determining whether the bank is 
compensated for the service rendered 
to the customer. 


2. “The following factors shall be 
taken into account in the review: 


(a) The average daily ledger balance. 


(b) The actual amount of such bal- 
ance as is available for loan or invest- 
ment purpose after deduction of float 
and reserve. 


(c) The rate of income which shall 
reflect the earning value of these funds 
when invested, subject to adjustment 
to meet varying interest rates. 


(d) Expense of collecting checks and 
other items deposited, debiting items, 
and other usual and special services. 


(e) Other expenses of the bank 
applicable to these accounts. 


3. “If the result indicates that the 
account is being carried by the bank 
at a loss the customer shall have the 
option of adequately increasing the 
balance carried, or of paying a charge 
which will reasonably compensate the 
bank for the service rendered. 


4. ‘To avoid the necessity of mak- 
ing detailed calculations with respect 
to each small account, banks may 
require a reasonable minimum balance 
to be carried by the depositor and if 
such balance is not maintained shall 
make an equitable charge. 


5. ‘‘A direct charge shall be made 


for all out-of-pocket expenses, such as 
exchange, collection, and other charges 
arising out of specific transactions for 
specific customers and actually paid 
or credited by the bank on behalf of 
such customers.” 

Mr. Ransom, following conferences 
of the banking code committee with 
General Johnson, Division Adminis- 
trator A. D. Whiteside and other 
officials of the recovery administration, 
made the following statement: 

“In these conferences the banking 
code committee has had the fullest 
co-operation from General Johnson 
and the members of his staff which has 
resulted in the conclusion that the 
fair trade practice provisions of the 
code can best be made equitable and 
fair, both to the depositor and bank 
alike, by establishing such cost factors 
as will best meet local conditions in 
cities or within regional groups. In 
order that these practices may be 
revised all fair trade practice schedules 
which have heretofore been presented 
will be returned to the city or regional 
clearing house associations or other 
groups with a request that they be 
revised according to local conditions 
and in accordance with a definition of 
the term “Service Charges” and a 
standard formula for the analysis of 
accounts. This definition of “‘Service 
Charges” and the standard formula for 
determining the same have been sub- 
mitted to the administrator. When 
these schedules are revised in accord- 
ance with the standard formula, they 
will then be resubmitted through the 
banking code committee to the Na- 
tional Recovery Administrator for his 
approval but they will not be in oper- 
ation until such approval has been 
given.” 

Mr. Ransom further stated that 
clearing house and bank rules in effect 
prior to December 29, 1933, and not 
suspended by General Johnson’s order 
of December 29, 1933, were still 
effective but they do not bear the sanc- 
tion or approval of the administrator. 
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Ieumors Natiowar Bae & Taust Co., Rockford, Hlinois 


lnumow Narromat Bawx & Taust Co., Rockford, Blinois 





RESOURCES 


Loans and Discounts............... 
Other those described below 
Tax Laemeentes Warrants 
Payable in 1934 $46,000.00 
Reied Scho ‘ayable w 1934... 20,00000 

vetwet Reserve Bank Stock........ 
Our beldangs of Pederal Reserve Bank Stock as 

a member of Pederal Reserve System 
Temporary Federal Deposit Insur- 
ance Fund 


$ 26,695.01 
66,000.00 


6,900.00 


1.00 De 


Overdrafts 4.22 


ities (To secure circ 
U.S. Panama 2% Due 106. . 
U. S. Panama 2% Due 1938. . 87,000.00 
United States Redemption Fund.. 
Deposited with T: 


ye te Treasury Department to redeem 


Loans and Discounts— : 


Loans based on es Fin 

ancial Statements....... $ 136,448.48 
Secured by United States 

Government Bonds 

other Listed Collateral. . 
Secured by Chattel Mort- 

gages on Live Stock for 


Feeding Purposes 
Investment Bonds. .... 
50 


Légeld Rasate 





91,558.83 


13,534.47 
131,828.63 


. 3,624.80 
United States Govern 
ment Securities. . 
Fourth Liberty 


” 2,199,248.88 


-$ 128,079.18 

Dee = 1934... 1,479,788.20 

0 1935,, 133,850.75 

Der | in'1936.. 254,405.57 

Due in 1937 203,125.18 

Cash on Hand, in Fed- 

eral Reserve Bank and 
Other Banks .. 1,580,262.78 


TOTAL LIQUID ASSETS...... 4,152,882.07 
$4,462,482.30 





STATEMENT OF CONDITION 
DECEMBER 30, 


Reserve for Interest, Taxes, etc 
Circulation 


Demand Deposits. ..... 2,906,794.15 


TOTAL DEPOSITS 


1933 
LIABILITIES 


apbovae 3,961,459.57 
$4,462,482.30 

















need to re-win the solid confi- 

dence of the people. Great strides 
have already been taken in this direc- 
tion — most of these originating outside 
of banking. But the problem is still 
acute, particularly in communities 
where (as in ours) there has been a 
great deal of banking loss to depositors 
and general disturbance to the financial 
balance. 

Our bank was founded late in 1931, 
at a time when local conditions brought 
forcefully to our attention the need 
for winning public confidence. Per- 
haps this is why we have paid more 
than ordinary attention to the prob- 
lem. Our basic policy in this regard 
is to make a sincere effort at all times 
to keep the public informed of our 


A teet all else, sound banks today 


condition, in terms that laymen can 
understand. Nor have subsequent 


developments, particularly deposit in- 
surance up to $2,500, made this seem 
less desirable. The real profits in a 
bank such as ours are obviously to be 
made on the larger accounts. If we 
can show our larger depositors that 


their entire balances are safe with us, 
insurance or no insurance, then we 
are just so much more likely to hold 
those portions of balances in excess 
of the insured sum. 

During the past few months a 
distinct tendency has disclosed itself 
among many banks to publish a more 
complete and more informative state- 
ment of condition than has been 
common in the past. It seems probable 
to us that this will be a requirement 
on all banks reasonably soon. For 
when all banks publish statements 
comprehensible to the public, and the 
public thus sees for itself that the 
banks are sound and liquid, banking 
should recover the public confidence. 
And until the banks regain public 
confidence, they will find it difficult to 
render a necessary service to their 
communities. 

Our statement represents a sincere 
effort to furnish an actual accounting 
and complete picture of the bank’s 
condition, in a manner that is under- 
standable to someone who knows 
nothing of banking technique —and 


The trend is growing 
among both large and 
small banks towards a 
statement form that 
is both more complete 
and more informative 


by 
EUGENE ABEGG 


Vice-president and Cashier, Illinois National Bank 


and Trust Company, Rockford, Illinois 


at the same time to do it in a manner 
that does not contain so many figures 
that it might confuse or discourage the 
customer who is neither interested in 
nor adept at analyzing financial state- 
ments. For this is a real difficulty, to 
give complete information without 
befuddling the layman. 


"THE statement reproduced on this 

page tells the story really about as 
well as an unlimited wordage of 
description. We do not flatter our- 
selves that it is perfect, or that it 
represents the ultimate point to which 
we shall eventually attain. We con- 
sider it simply a start toward a better 
understanding between our customers 
and ourselves. We are constantly 
receptive to any new ideas to improve 
our method of setting forth these facts. 
As part of this effort, we check carefully 
the statements of all other banks that 
come to our attention. 

It seems to us that perhaps the most 
fundamental improvement we have 
made is the segregation of liquid assets. 
Certainly this is an aid even to the 
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*Special Reserve Account . . $313,215.74 


*In April, 1933, the policy of carrying all securities at the 
current market value was adopted. Since that time, market. 





ith Other Bank 25,334,859.87 
Terentia 


Government and Other Bonds and 


t adopted : Debentures 316,967,375.69 
quotations reflect an appreciation in value of $313,215.74. In Not exceeding market value. The greater portion consists of 
keeping with sound and constructive banking practice, our yilt-edge securities which mature at early dates. 

Directors decided that this appreciation should be carried as a Total of Quickly Available Resources 492,526,984.90 


““Special Reserve’’ against which any su uent depreciation (equal to 71.15% of all Liabilities to the Public) 
pec Pp 


in market value may be charged. { The ore of — % Stermined by pe epics aches 











Lawyers County Trust Company, New York City 





Bank of Montreal, Montreal, Quebec 





Dominion and Provincial 
Government Securities, not 
exceeding market value... $101,913,935 95 
Canadian Municipal Securi- 
ties and British, Foreign 
and Colonial Public Securi- 
ties, not exceeding market 
WN Ss. Soe has oe es Ce 
Railway and other Bonds, 
Debentures and Stocks, not 
exceeding market value... 
Call and Short Loans (not 
exceeding 30 days) in 
Canada on Stocks, Deben- 
tures, Bonds and other Se- 
curities of a sufficient mar- 
ketable value to cover.... 
Call and Short Loans (not 
exceeding 30 days) else- 
where than in Canada on 
Stocks, Debentures, Bonds 
and other Securities of a 
sufficient marketable value 
to cover 


39,266,779 05 


12,172,659 02 


29,413,586 04 


30,409,249 65 








The Canadian Bank of Commerce, 
Toronto, Ontario 





*U.S. Government Securities $18,690, 887.50 


*Bonds and Securities. . 11,706,213.79 
*U. S. Bonds to secure Cir- 
Ween. £2. a as. 5,141,600.00 


*These securities have a combined 
present market value $263,394.64 in 
excess of book values. 











First National Bank and Trust Company, 
inneapolis, Minnesota 


experienced bank credit man who 
checks our statement. As we all 
know, when a banker starts to look 
over another bank’s statement he 
reaches for his pencil simultaneously. 
He checks off the liquid items, foots 
them, compares them with other 
figures on the statement. Well, we 
have already done this for him —and 
more important, from our standpoint, 
we have already done it for the non- 
technical depositor. Nobody has ever 
told this customer how to analyze a 
bank statement. But when he reads 
over ours, he has a pretty good analysis 
already set up for him. 

Moreover, the customer who reads 
over our statement —be he trained or 
untrained in banking —quickly gets a 
good idea of the standards by which 
we distinguish between the items 
classed as liquid and the items classed 
as non-liquid. You will observe from 
the statement that we show our cir- 
culation bonds and redemption fund 
separately, among the non-liquid items 
where they properly belong. It is our 
impression that a bank’s published 


Paper Now pigs for Redis- 
count with Federal Reserve | =o. s 
iank .k oe oe ee — $1,747,641.50 
Paper Eligible for Rediscount 
with Poteet Reserve Bank 
Later -----+--+-<+-+-+=-+ * 96,000.00 
United States tions 
Market Value $13 5454.- 
«eg erage ng cs _ 13,071,113.81 


Hi rade Readily Salable 
eben (Market Value 


$8,478,118.05) - - - --- 8,226,473.19 

Call Loans—on Listed Securi- : 
—=-=------—~ * 4,623,050,39 

OTHER LOANS AND 

DISCOUNTS 
Demand Loans - - - - - - $ 4,078,826.19 
Due within 30 Days -- --  2,995,912.01 
Due 30 to 90 Days - - - - - 3,345,939.65 
Due 90 to 180 Days - - - - 821,548.85 
Due After 180 Days - - - - $71,547.00 








First and Merchants National Bank of 
Richmond, Virginia 





These items from recent 
statements inspire the 


(A) 3024 acres of i 

land, located in the 

be lg of which is under cul- 

tiva’ 

(B) Business and residential cit y 

property. This real estate, whic 
‘od sufficient income to 


than twice this figure, and is free 
of any encum ; erie tie 

iS aggregat $ 
which have fed land bank. 


* and which amount has been de- 
ducted from our book valuation. 


The Valley Bank and Trust Company, 
hoenix, Arizona 











confidence of depositors— 
particularly those whose 
accounts exceed $2,500. 











bein secured by bonds and 
stocks adequately mar- 
OS Re Cree poreer sek y. 
Loans otherwise secured, in- 
cluding collateral notes, 
first mortgages and assign- 
ments of contracts......... 
Loans to commercial bor- 
rowers, ‘on financial 
statements, for current pur- 


1,340, 153.96 


451,681.84 


1,478,258.99 




















statement should show any assets that 
are pledged to secure deposits or in 
any other way removed from the 
security behind general deposits. We 
have no assets pledged to secure 
deposit liabilities, although we are 
required by law to deposit certain 
securities with state authorities in 
connection with the operation of our 
trust department. So far we have not 
been able to deterniine a clear and 
concise method for showing this item 
in our statement without creating some 
confusion, and we therefore do not 
yet show it separately. 


IN segregating and explaining the 

items in our statement, we especially 
keep in mind the items of local interest. 
For instance, we segregate tax anticipa- 
tion warrants of this county and of 
our school district, setting them up as 
an item which could not be classed as 
liquid. These warrants are paid when 


National Bank of Commerce, New Orleans, La. 


due, usually over a period of six or 
seven months, but there is no active 
market for them pending their due 
date. Incidentally, the local customer 
who sees these warrants—which he 
knows are excellent assets —classified 
as non-liquid, increases his respect for 
the standards to which we hold an 
asset to consider it liquid. 

Notice, if you will, that our holdings 
of investment bonds and United States 
bonds are classified by maturities. We 
have given some consideration to the 
idea of publishing the list of our 
investment and government bonds. 
The obstacle which has so far kept us 
from doing this is the probability that 
in time our holdings may increase to 
the point where the list would be so 
large that the mass of detail might 
make the statement unreadable —thus 
defeating our purpose. 

Publishing this complete and an- 
notated statement is only part of our 
program to keep our customers fully 
informed. We also keep our daily 
statement in a convenient location 
near the desk of one of (See page 24) 
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Are You Getting Results 


from the HOLC 


How the banks of one state 
are turning mortgages into 
bonds in less than a month 


875 (New) 





MORTGAGE 

by secant tration 
ARTHUR JOHN DOE 
VAN VLISSINGEN, Jr. i 





HEN the Home Owners Loan 

Corporation opened its offices 

throughout the country last 
August, most bankers with delinquent 
residential mortgages in their port- 
folios urged some of their home owners 
toapply. But the H OL C offices were 
so flooded with applications, their 
routines were new and so far from per- 
fect, that in most instances the im- 
mediate result to the bank was 
exactly nothing at all. The applica- 
tion was officially acknowledged, in- 
quiries at the H O L C office yielded 
reports of varying degrees of progress, 
but the transaction ran so long without 
fruition that as a class bankers lost 
confidence in the whole plan. First to 
admit this situation are many of the 
H O LC men in high places. 

But a new day is dawning. It has 
been worked out in Ohio, one of the 
states where the H O L C machinery 
has been functioning efficiently from 
the start. And if you incline to doubt 
this, you have only to check up the 
records. As this is written, Ohio has 
actually made more mortgages than 
any other state in the H O L C organ- 
ization —its total exceeds the aggre- 
gate totals of the next three states. 
And its dollar total is approximately 
$34,000,000 to February 1, 1934. 

Co-operation between banks and 
H O L C is responsible. Someone sat 
down a few weeks ago and did a little 
fundamental thinking. It ran about 
as follows: The primary function 
of the H OL C is to get out as many of 
its bonds as possible into the hands of 
mortgage holders who have delinquent 
paper eligible under the act and within 


the technical safe- 


guards surrounding acne aia \= 


County, 
Received for Record, the 


its administration. 
The largest holders 
of such mortgages 
are undoubtedly the 
institutions, both 
open and closed, 
which customarily 
invested in small 
mortgages. These 
institutions as a 
group are just as 
eager to exchange il 
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their defaulted mort- 
gages for bonds of 
the H OL C as the 
H O L C is eager to 
accomplish the same 
result. Each day that these mortgages 
continue in default increases the diffi- 
culty of consummating H O L C loans 
on the border-line cases, as is known 
both to the holders and to the cor- 
poration. It is therefore worth money 
to the institutions to get their mort- 
gages handled as quickly as possible 
so that they either get the bonds or 
get turned down. Then they can 
either accept the H O L C offer or go 
ahead on other lines. 


HE conclusion to which this think- 

ing led, so obvious that one can only 
wonder why it had not been previously 
arrived at, was: If we could segregate 
these institutional mortgages in what 
would be, in effect, branch or district 
offices of the H O L C set up on the 
premises of the bank, savings and loan 
society, or insurance company, it 
would no doubt be possible to have 


It is worth money to the institutions to get their 
mortgages handled as quickly as possible so that 
they either get the bonds, or g0 ahead on other lines 


the clerical routine handled by em- 
ployees of the institution paid by the 
institution and skilled in mortgage 
matters, under the supervision of an 
H OL C employee. 

The best opportunity close to the 
state office at Columbus was a large 
building and loan, failed some months 
before. It held large blocks of just 
such mortgages as the act was designed 
to care for. The receivers agreed, with 
the approval of the state banking 
authorities, to the idea. They set up 
on their premises an office complete 
with furniture, lights, clerks, and an 
experienced mortgage man to super- 
vise the operation from the institu- 
tion’s standpoint. The H O L C office 
provided those representatives essen- 
tial both to its interests and a quick 
decision. The operation went through 
several experimental changes, but 
worked exactly as 


anticipated —so 





























CLEARING HOUSE 


An institutional office—where the bank supplies space, furniture, 


lights, clerks, and an experienced mortgage man to co-operate 
fully with officials of the HOLC 


o 


well, in fact, that presently it took on 
some aspects of a training school. 

Here were broken in the first half- 
dozen or so special agents who went 
out to open further institutional offices. 
Today there are twenty-six such 
institutional special agents of the 
H OL C functioning in Ohio, serving a 
considerably larger number of institu- 
tions —for practice has shown that to 
make efficient use of a special agent’s 
time he must handle a minimum 
volume of applications. Where such 
volume is not available in one institu- 
tion it is often feasible to open such 
offices in several institutions and make 
one agent responsible for them all. 
For example, in Toledo two agents are 
handling seven comparatively small 
institutions. In Lorain and Elyria, 
seven miles apart, one agent handles 
the six institutions with an aggregate 
volume just about right to keep him 
good and busy. 


OW does it work out in the insti- 

tutions themselves? Let’s get the 
ideas of two Cleveland banks —one 
open, the other closed — where the plan 
is in effect. At the open bank the 
special agent was assigned and this 
institutional office began its grist just 
before Christmas. The man in charge 
of the bank’s mortgage collection de- 
partment was assigned to represent 
the bank. He says: 

“Frankly, we were none too hopeful 
that this would work out advan- 
tageously. At best, we thought it 
might. At worst, it could not function 
more slowly than our previous experi- 
ence with the HO LC. And in that 


® 


event, we could always discontinue 
our co-operation and either go back to 
the old routine or else give it up as 
hopeless. Actually, despite the fact 
that Ohio has consistently led all other 
H O L C state offices, of the applica- 
tions filed by our delinquent mort- 
gagors we had received bonds on less 
than one-half of 1 per cent up to that 
date, and the average time of those 
which had come through was ninety 
days —mind you, these were the simple 
cases with no complications. 

“The H O L C assigned us a special 
agent, gave us a list of accredited 
appraisers and lawyers, assigned us a 
supervisory appraiser and a repair man 
to serve us and another bank. We had 
held up all applications for a long 
while, and on the very first day the 
pile was dumped into the institutional 
office’s hopper. At first we supplied a 
couple of experienced mortgage clerks, 
but within four weeks we had this 
force up to four. 

‘Believe it or not, the bonds on the 
first application that came through 
this office arrived in just one day 
under a month. Since then, they have 
been coming through steadily, and 
day by day the list of applications 
approved has increased. All told, of 
the applications we have filed through 
this H O L C office in the bank, about 
25 per cent have either been converted 
into bonds or else have been finally 
approved so that the arrival of the 
bonds is only a question of days. A 
very few have either been rejected by 
the H OL C as not eligible under the 
act or have offered settlements such 
that we think it to the bank’s interest 
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to proceed otherwise. The remainder 
can be found in varying stages of 
completion, all but the most recent of 
these rather far along. 

‘“‘When we saw how rapidly and 
efficiently this was being handled, we 
hastened to bring in all of the applica- 
tions from among our mortgagors 
whom we could induce to act. The 
bulk of our defaulted mortgages is 
already in the mill. Only the stragglers 
remain to be rounded up, and we are 
getting a few of these every day. This 
means, of course, that inside the six 
weeks since our bank’s H O L C office 
was opened we have handled through 
at least the preliminary stages practi- 
cally all of the slow residential real 
estate paper among our assets. By 
present indications, this office will 
have completed its entire task within 
another six weeks or two months. 
Already we have received a consider- 
able sum in face value of bonds, which 
at the current market means we could 
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sell them at less than 3 per cent dis- 
count from par. If, as seems likely, 
the government decides to guarantee 
principal as well as interest of these 
bonds, they should rise immediately 
to par. In any event, they are entirely 
liquid now, instead of frozen as they 
were while in the form of defaulted 
mortgages. 

“We have been asked whether we 
are getting value for the expense to 
which we are put for office space, light, 
and clerical salaries. The answer is that 
we are getting exceedingly good value. 
Handling defaulted mortgages costs 
money. The collection expense is 
high, even when close follow-up keeps 
the money dribbling in. Now, by the 
expenditure of four clerks for perhaps 
three months, we are converting into 
sure 4 per cent income free from further 
collection expense what was question- 
able six per cent income subject to 
collection expense. 

“*This is an entirely desirable activity 
for the bank. The management is 
pleased with the way it is working out. 
The main point is that it is getting 
results promptly. And the moment 
an application is acted upon, we know 
whether our next move is to await 
arrival of the bonds or start some 
other line of action.” 

At The Union Trust Company, largest 
closed bank in Cleveland, the plan has 
been in operation several weeks longer. 
The emphasis of the H O L C authori- 
ties has been on making the special 
institutional service available to closed 
institutions because of the importance 
to the public and to all open insti- 
tutions of having frozen deposits freed 
to depositors. How well it is working 
out in the closed institution may be 


* 


estimated from the remarks of H. E. 
Hills, agent of the bank in liquidating 
assets. Says Mr. Hills: 

“Both from our-own experience and 
from what we learn of the way it is 
working out in other institutions, we 
are forced to conclude that this 
institutional office method is the 
answer to what threatened to be an 
insoluble problem. We.here have 
more than 10,000 mortgages, repre- 
senting a face value of at least $40,- 
000,000. Ever since the office was 
opened in the bank space with bank 
clerks, the applications have been going 
through with great speed. They have 
been going through so rapidly, in 
fact, that as agent for the bank I have 
hesitated to sign the consent to all of 
the approved applications until we 
could be sure what kind of an asset 
the bonds would be. As most bankers 
know, the bonds hovered around or a 
little above eighty for a long while, 
but of late have been working up 
until today they are barely under par. 
Obviously this is on the assumption 
that the federal government will add 
to its existing guaranty of interest a 
further guaranty of principal of the 
H OL C bonds. 

“We have been supplying fifteen 
clerks in the H O L C office in the 
bank. Lately, in view of the improv- 
ing prospects for the bonds, we have 
been advancing the cost of the. pre- 
liminary or ‘flash’ appraisal, about 
50 cents per application, to forward 
the job which would otherwise be 
held back because of our own delay 
in signing the consents. Thus if it 
becomes unquestionable policy to sign 
the consents as the standing of the 
bonds improves, and we can do it 
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If, as seems likely, the government decides to guarantee principal 
as well as interest on these bonds, they should rise immediately to par 
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INTEREST TO MATURITY GUARANTEED FULLY AND UNCONDITIONALLY BY THE 


Government of the United States of America 


Evidenced by endorsement of the Secretary of the Treasury on each bond 


Home Owners’ Loan Corporation 


A Corporation Wholly Owned by the United States 
18 Year 4% Bonds 


Interest payable January 1 and July 1 
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THE BURROUGHS 


without jeopardizing the depositors’ 
funds, the whole job will be so much 
further along than if all these pre- 
liminary appraisals had to be made 
after the consent is executed. But all 
the delay so far is the bank’s; the 
H O L C institutional office is running 
along at top speed. And if things go 
as we expect, we shall realize at least 
$25,000,000 of H O L C funds toward 
liquidation of the $75,000,000 of 
depositors’ funds still tied up in the 
bank. 

*“As I have already said, the insti- 
tutional office plan looks to us as the 
one answer to speeding up the undi- 
gested bulk of work which is simply 
beyond the reasonable capacity of the 
district offices. This is no reflection 
on the district offices, for theirs has 
been a task almost beyond human 
powers. Certainly we are more than 
satisfied with its functioning in our 
closed bank. We are downright 
enthusiastic.” 


From the H O L C side of the fence 
the comments of James H. Gilman, 
special representative of the corpora- 
tion from Washington, in charge of 
Ohio, cover the situation. “This is 
the most efficient, resultful procedure 
yet developed for doing the work of 
the H O L C,” declares Mr. Gilman. 
“Let’s look at it from the standpoint 
of economy. The H O L C supplies 
just enough special agents, appraisers, 
legal help, and repair men to cope with 
the institution’s volume of eligible 
mortgages. The institution supplies 
the rest of the personnel in each 
instance. One handicap under which 
the H O L C has been working has 
been the difficulty under existing 
conditions of building up a force com- 
petent to handle mortgages. When 
the special agent takes over an insti- 
tutional office, he has ready at hand 
an organization of experienced clerks, 
and as the direct contact a seasoned 
mortgage man from the institution. 
This organization gets the work rolling 
immediately. The per capita produc- 
tion of approved applications turned 
out by the special agents far exceeds 
that of any comparable group of 
employees in the H O L C district 
offices. Why shouldn’t it? They have 
the best of help, the applications are 
usually in perfect order because the 
institution makes them out for its 
mortgagors, its facilities are at hand 
at all times to meet any contingency. 
As for the clerical cost, this is lifted 
bodily off the H O L C and absorbed 
by the institution served by the special 
agent. This is certainly saving the 
taxpayers money. 

“Another economy comes from di- 
verting this great bulk of applications 
out of the district offices. To anyone 


who appreciates the unavoidable detail 
work of an application and (See page 27) 




















CLEARING HOUSE 


KEEPING UP 
With 
New Ipeas 


Here is a plan that has been 
used successfully for routing 
timely items through the bank 


by R. E. DOAN 


Director of Public Relations, Denver National Bank, 
Denver, Colorado 


EVER before have new ideas 
N been put forth in the banking 

world with such speed as today. 
Never before has the general public 
displayed such widespread, and fre- 
quently critical, interest in technical 
banking subjects. 

As a result the bank executive finds 
that he must have an up-to-the-minute 
knowledge of, and familiarity with, 
these new ideas and subjects in which 
the public is interested. The problem 
of keeping himself informed is a 
pressing one. He must be familiar 
with criticisms before he can answer 
them intelligently; he must keep in 
constant touch with the public’s atti- 
tude toward banking; he must keep 
abreast of the trends of bank legisla- 
tion; and he must be receptive to new 
and worthwhile banking ideas so that 
he may utilize them for the benefit of 
his own bank. 

This, however, is a large-sized order, 
and few bankers have available the 
time necessary to go through the multi- 
tude of newspapers, popular magazines, 
banking magazines, trade journals, 
business reports, and the many other 
papers that contain banking articles 
today. And, even if they should have 
the time, only a small percentage of 
the officers in any one bank have all 
of these periodicals at hand. One 
officer may subscribe to one publica- 
tion, another officer to a second, etc. 
Sometimes it may occur to an officer 
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of especial merit, 
more often it does 
not. . 
This was the situ- 
ation in our bank a 
few years ago. We 
subscribed to dozens of banking, trade, 
and popular magazines. And we re- 
ceived gratis dozens of trade reports, 
summaries of business, etc. One or 
two went to one officer, and one or 
two to another. Then there were the 
daily papers. Naturally, every officer 
and department manager glanced 
through these, but few had the time 
to scan every item and editorial, and 
quite often something important was 
missed. 


OUR way of solving this problem was 

to inaugurate a “Clipping Service.” 
Today, all newspapers, magazines, 
business reports, etc., come direct to 
the publicity department. From here 
the articles of real merit are clipped 
and routed out to the various officers 
and department managers who should 
be interested. 

Let us see how this system works. A 
batch of magazines has just arrived at 
the publicity department. The bind- 
ings are immediately sheared off by a 
cutting machine, and the various 
articles are carefully scanned. Here 


Two routing forms are used: A ‘‘Clipping Service’’ form, 
eight and one-half by fourteen inches, with executive 
code numbers at the top, for clippings and reports, and 
an individual name slip for magazines and periodicals 


is one, “Trusteeship,” showing how the 
trust men may bring. about desired 
reforms in the organization of their 
institutions. This is routed out to the 
various trust officers. Here is one 
titled, ““What Type of Loan is Best?” 
It contains an analysis of replies to a 
questionnaire sent out by a state 
bankers association to its members, 
and shows their experience with various 
types of credit risks before and after 
1930. This article is immediately 
routed out to the officers in charge of 
loans, and to our credit department 
manager. Here’s another, “Adjusting 
Investment Policies Under The New 
Banking Act.” This is sent to our 
president, and to the manager of our 
investment department. Another, 
“The Small Loan System Simplified,” 
goes to our personal loan department 
manager. And here is one, “‘Advertis- 
ing That Defines Banking Principles.” 
This is retained in the department to 
be read. 

These various articles are routed 
out to individuals by means of a 
blank containing space for (See page 24) 
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THE BURROUGHS. 


The One Hundred Largest Banks 


Commercial Banks and Trust Companies Listed in Order 
of Deposits on December 30, 1933 


wrconawmt wn — 


Name 
Chase National Bank 
National City Bank. . 
Guaranty Trust Co... . 
Bank of America N. T. & S. A. 
Continental Illinois Bank & Trust Co. 
Bankers Trust Co... 
First National Bank... 
Central Hanover Bk. & Tr. Co. 
First National Bank... .. 
Security-First National Bank. 
Irving Trust Co. 
Manufacturers Trust Co. 
First National Bank 
Bank of the Manhattan Co. 
Chemical Bank & Trust Co. 
Philadelphia National Bank 
New York Trust Co. 
Cleveland Trust Co. 
Corn Exchange Bank Trust Co. 
Mellon National Bank. 
Northern Trust Co. 
American Trust Co.. 
The National Bank of Detroit .. 
Penna. Co. for Insurances, etc.. 
eg 6 ee 
Wells Fargo Bk. & Union Tr. Co. 
First National Bank 
San Francisco Bank. . 
National Shawmut Bank. 
Anglo-California National Bank 
Marine Trust Co.......... 
Fidelity Union Trust Co. 
Harris Trust & Savings Bank 
First Wisconsin National Bank 
Bank of New York & Trust Co. 
Industrial Trust Co....... 
First National Bank........... 
First National Bank & Trust Co. + 
Mercantile-Commerce Bk. & Tr. Co... . 
First National Bank........... 
Public National Bk. & Tr. Co. 
Brooklyn Trust Co........ : 
Commerce Trust Co........... 
Rhode Island Hospital Trust Co. 
Farmers & Merchants Nat'l Bank 
OS hata 
Central United Nat'l Bank of Cleveland 
City National Bank & Trust Co. 
Northwestern National Bank. 
Bank of California N. A..... 


.New York City 


.New York City. . 


New York City 


San Francisco 


. Chicago. .. , 
New York City. . 


Chicago. . 


..New York City 


Boston. . 
Los Angeles. 


..New York City. . 
New York City. 
New York City. . 
New York City... 

.. .New York City. . 

..Philadelphia.... . 
.. .New York City. . 
. Cleveland. . ' 
..New York City. 

. Pittsburgh. . . 

. .Chicago 


..San Francisco 


. Detroit . 
Philadelphia 


. .Pittsburgh 


San Francisco 


. . St. Louis. 
..San Francisco 
..Boston 


. San Francisco 


Buffalo 
. Newark 


. .Chicago 


Milwaukee. 


..New York City. . 
..Providence. .. 
. Baltimore. 
..Minneapolis 

. St. Louis. 


St. Paul. 


.New York City. . 
..Brooklyn.... 
..Kansas City 
.. Providence 

..Los Angeles 
. Philadelphia 


Cleveland 


. Chicago. 


Minneapolis 


. San Francisco. . 


Dec. 30, 1933 

. .$1,338,699,324 
1,117,159,221 
1,019,582,652 
767,817,646 
629,944,034 
611,725,754 
582,864,530 
577,596,901 
535,043,920 
438,328,488 
412,928,075 
381,818,793 
377,858,449 
351,664,583 
327,395,669 
254,136,431 
245,234,382 
229,543,093 
211,789,105 
202,009,439 
199,544,727 
198,882,144 
189,693,074 
187,887,360 
182,965,567 
163,642,258 
158,563,033 
152,454,590 
151,403,323 
145,850,205 
142,549,326 
140,536,320 
133,893,294 
125,920,556 
123,080,731 
.. 107,926,920 
107,273,224 
104,651,667 
102,139,229 
98,115,499 
96,337,098 
93,098,487 
90,802,844 
90,774,466 
89,751,428 
86,218,197 
85,386,411 
84,879,336 
. 84,552,862 
.. 82,758,310 


1933 


No. 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
7\ 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
%6 
97 
98 
99 
100 


Name 
Citizens National Tr. & Savgs. Bank. . . 
Manufacturers & Traders Trust Co. 
First National Bank... . . . 
Whitney National Bank.. 
Fidelity-Philadelphia Trust Co. 
First National Bank......... 
United States National Bank 
National City Bank. 
First National Bank. . 
Riggs National Bank 
First National Bank. 
ae rere 
Corn Exchange Nat’! Bk. & Tr. Co. 
Peoples-Pittsburgh Trust Co. 
First National Bank. . 
First National Bank. 
First National Bank. . 
Mississippi Valley Trust Co. 
Marine Midland Trust Co. 
Fifth-Third Union Trust Co. 
Merchants National Bank... 
Commercial Nat'l Bk. & Tr. Co. 
Crocker First National Bank. . 
Farmers Deposit National Bank . 
United States Trust Co............... 
Citizens & Southern National Bank... . 
Bank of America State Bank. 
Second National Bank 
Empire Trust Co........... 


Manufacturers National Bank.......... 
National Commercial Bk. & Tr. Co. 
Detroit Savings Bank.................. 
Lincoln-Alliance Bank & Trust Co....... 
New York State National Bank 
Wachovia Bank & Trust Co... .. wale 
Republic National Bank & Trust Co... .. 
State Street Trust Co 
Trust Co. of New Jersey 
Central Trust Co....... 
Indiana National Bank... .. 
First National Bank... . 
Commercial Trust Co... ... 
First National Bank............. oe 
City Bank Farmers Trust Co......... 


Se ee 


First & Merchants National Bank... .. . 
First Trust & Deposit Co....... 
, gt ere 
Hartford National Bank & Trust Co... 

Fifth Avenue Bank.................... 
Crocker First Federal Trust Co......... 


(Copyright 1934 by Tue American Banker) 


.. Los Angeles 
. 0) ae 
.. Kansas City... .. 
..New Orleans..... 
..Philadelphia.... . 
.. Atlanta. ... é 
....Portland, Ore... . 
...Cleveland. . . 
...Dallas 
.. Washington, D.C. 
. Seattle.......... 


Los Angeles... .. 


.. .Philadelphia. 
...Pittsburgh...... 
...Pittsburgh...... 
.. .Seranton 
...Philadelphia..... 
. St. Louis 


New York City... 


_.Cincinnati....... 


Boston.......... 
New York City. . 


San Francisco. ... 


Pittsburgh... .. 


..New York City. . 


.. Savannah 


..San Francisco 


Boston... 


...New York City. . 


Detroit 


— | re 


Detroit 


Winston-Salem... 
Dallas 


aren 


Jersey City...... 
Cincinnati....... 
Indianapolis... . . 
Cincinnati....... 


Jersey City...... 


. .Portland, Ore... . 
.. .New York City. . 
-Richmond....... 


Syracuse........ 


aro 
. -Hartford........ 


New York City. . 


San Francisco... 


Dec. 30, 1933 
82,688, 167 
81,481,498 
79,109,371 
79,094,939 
78,583,957 
77,023,317 
75,210,343 
74,833,964 
74,374,311 
71,301,325 
71,247,998 
71,128,734 
70,580,310 
67,558,143 
67,301,616 
66,488,756 
66,404,865 
66,220,637 
65,851,850 
65,569,617 
65,066,407 
62,796,256 
62,351,143 
61,534,676 
58,792,462 
58,747,812 
58,234,222 
57,660,685 
56,024,439 
55,556,114 
53,294,980 
52,737,709 
52,680,410 
52,322,099 
51,060,481 
50,991,724 
50,674,198 
50,297,542 
50,221,602 
49,100,810 
48,959,457 
48,558,428 
48,035,120 
47,399,612 
47,316,010 
45,797,541 
45,221,834 
44,639,863 
44,462,160 
42,772,329 
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- WITH THE CAMERA - 





W. PALEN Conway, new president 
of the Guaranty Trust Company of 
New York, began his banking career 
with the bank as a member of the bond 
department in 1911. He was appointed 
successively assistant treasurer, treas- 
urer, and vice-president. He was 
elected a member of the board of 
directors in 1924. 


Underwood & Underwood 

RoBertT V. FLEMING, president of 
the Riggs National Bank, Washington, 
D.C., was recently honored for his most 
outstanding service to the district last 
year, banking leadership, and awarded 
the Cosmopolitan Club’s Distinguished 
Service Medal. At the presentation 
were Comptroller O’Connor, Chief Ex- 
aminer Charpening, General Pershing. 


Bachrach 


Pach Bros. 

H. DonNALp CAMPBELL, new presi- 
dent of The Chase National Bank, 
New York, practiced law, accepted a 
business position, and, in 1912, entered 
The Washington Mutual Savings Bank 
at Seattle. Three years later he was 
called to New York. He became vice- 
president and director of Chase in 1930. 


Keystone 

WALTER J. CUMMINGS, who was 
drafted executive assistant to the 
Secretary of the Treasury last year 
because of his ability and who later 
became Chairman of the Federal 
Deposit Insurance Corporation, was 
recently elected chairman of the board 
of the Continental Illinois National 
Bank and Trust Company, Chicago. 


CHANNING H. Cox, new president 
of the Old Colony Trust Company, 
Boston, is a former Governor of 
Massachusetts. His banking career 
began as vice-president of the First 
National Bank, Boston, in 1925. A 
merger increased his duties. He be- 


came, in fact, chief officer of the Old 
Colony Trust Company two years ago. 


Blank & Stoller 

THEODORE WOLD is the new presi- 
dent of the Northwestern National 
Bank and Trust Company, Minne- 
apolis, a merger of Northwestern Na- 
tional and the Minnesota Loan and 
Trust Company. Mr. Wold succeeds 
E. W. Decker who sought retirement. 
William A. Durst is chairman of the 
executive committee. 


Blank & Stoller 
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1933 


Greenwich Savings Bank................ 
East River Savings Bank................ 
11 Union Dime Savings Bank............... 
12 Seamen’s Bank for Savings.............. 
13 Boston 5c Savings Bank................. 
14 Provident Institution for Savings... .... 
15 Society for Savings..................... 
16 Lincoln Savings Bank 
17 Buffalo Savings Bank................... 
18 Brooklyn Savings Bank................. 
19 Hibernia Savings & Loan Society......... 
Erie County Savings Bank............ 
21 Harlem Savings Bank... 


Dollar Savings Bank................. 
Savings Bank of Baltimore. .......... 
Franklin Savings Bank....... 

Western Saving Fund Society 

Howard Savings Institution . 
Charlestown 5c Savings Bank 

New York Savings Bank. . 

Albany Savings Bank 

30 Home Savings Bank 

31 Society for Savings............ 

32 Providence Institution for Savings. . 
Rochester Savings Bank.......... 
Farmers & Mechanics Savings Bank. . . 
East New York Savings Bank....... 
Suffolk Savings Bank 
Worcester County Institution for Savings. . 
Springfield Institution for Savings 
Long Island City Savings Bank. . 
Onondaga County Savings Bank 
41 South Brooklyn Savings Bank 
Roosevelt Savings Bank... . 
Dollar Savings Bank.......... 
Washington Mutual Savings Bank........ 
Eutaw Savings Bank.......... 

Green Point Savings Bank. . 

Citizens Savings Bank. .... 

Greater New York Savings Bank... ... 
Monroe County Savings Bank. . 
New Haven Savings Bank..... 


Total Deposits, January 1, 1934 - - 


Deposits—1-1-34 

New York City. . .$507,099,664 
New York City... 400,636,529 
Philadelphia... ... 311,593,205 
Brooklyn. . .. 231,893,775 
New York City... 192,010,216 
New York City... 185,114,354 
New York City... 184,071,718 
Brooklyn .. 171,029,675 
New York City... 144,869,276 
New York City... 141,385,262 
New York City... 127,288,889 
New York City... 125,726,154 
es ee 111,326,039 
..Boston........... 104,464,229 
Cleveland........ 103,436,901 
Brooklyn......... 102,646,831 
Buffalo.......... 95,905,963 
Brooklyn......... 90,406,213 
San Francisco..... 88,200,595 
..Buffalo........... 86,182,879 
New York City... 84,988,492 
..New York City... 84,650,145 
..Baltimore........ 83,780,378 
..New York City... 83,244,980 
..Philadelphia...... 81,951,658 
> <cicas oes 80,921,646 
. .Boston .. 69,254,813 
..New York City... 68,582,010 
-Albany.........:. 68,248,536 
. Boston 64,674,470 
.Hartford. 63,486,113 
.Providence....... 62,242,872 
Rochester. . . . 58,260,816 

. Minneapolis 57,900,113 

. .Brooklyn. . 56,606,014 
Boston... 55,445,290 
Worcester........ 51,796,386 
Springfield, Mass.. 51,447,752 
..Long Island City.. 49,851,746 
Syracuse......... 48,857,152 
Brooklyn 46,484,080 
Brooklyn. 46,461,001 
Pittsburgh 45,646,009 
Seattle. . 45,015,757 

. .Baltimore 43,723,695 
. .Brooklyn 42,387,503 
..New York City 42,131,156 
..Brooklyn 38,237,455 
.Rochester . 36,309,455 
New Haven...... 36,013,948 





1933 
No. 


51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
8] 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 





THE BURROUGHS 


The Largest Mutual Savings Banks 


(Compiled by National Association of Mutual Savings Banks) 


Name 


Cambridge Savings Bank................ 
Provident Institution for Savings......... 
National Savings Bank.................. 
New Bedford Institution for Savings... . .. 


Lynn Institution for Savings............. 
Fulton Savings Bank................... 
Warren Institution for Savings........... 
North River Savings Bank.............. 
Amoskeag Savings Bank................ 
eee ee 
Dime Savings Bank of Williamsburgh... . . 
Worcester 5c Savings Bank.............. 
Peoples Savings Bank................... 
Irving Savings Bank.................... 
East Side Savings Bank................. 
Poughkeepsie Savings Bank.............. 
Saving Fund Society of Germantown. .. .. 
Union Square Savings Bank............. 
Metropolitan Savings Bank.............. 
Brevoort Savings Bank.................. 
Walle IO. « «v's Hae numcsoesens 
Hoboken Bank for Savings.............. 
Savings Bank of New London 
Home Savings Bank.................... 
Excelsior Savings Bank............... 
Depew Savane GOR. . 5 ek ccs eee 
East Brooklyn Savings Bank............. 
Savings Bank of Newport............... 
Bronx Savings Bank.................... 
Malden Savings Bank................... 
Worcester Mechanics Savings Bank 
Maine Savings Bank 
Mechanics Savings Bank................ 
Bay Ridge Savings Bank................ 
Queens County Savings Bank... . 

Yonkers Savings Bank....... ... 
New Hampshire Savings Bank 
Newburgh Savings Bank................ 


$6,690 ,993 ,395 


Depositsa—1-1-34 
Brooklyn......... $ 35,970,780 
Philadelphia... .. .. 35,928,038 
New Haven....... 35,305,497 
Providence. ...... 34,269,560 
Bridgeport........ 34,092,811 
Pr idimenuviaa 33,904,132 
Jamaica, N. Y 33,752,179 
Cambridge... .... 33,743,788 
Jersey City....... 33,620,740 
Albany, N. Y. 32,455,085 
New Bedford... .. 32,405,889 
New York City. 32,195,225 
Waterbury....... 31,810,412 
New York City 31,784,497 
I PRE 31,673,312 
Syracuse......... 31,570,568 
eer 31,244,816 
Brooklyn......... 30,973,506 
a 30,561,959 
New York City 30,407,600 
Manchester... .. . . 29,978,845 
Albany, N. Y.. 29,793,183 
Brooklyn... ... 29,454,059 
Worcester........ 29,038,781 
Worcester........ 28,871,328 
New York City... 28,842,732 
Rochester........ 27,205,067 
Poughkeepsie... . . 26,866,608 
Philadelphia... ... 26,861,169 
New York City... 26,617,048 
New York City... 26,133,030 
Brooklyn......... 26,080,768 
(ee 26,014,380 
Hoboken. ........ 25,945,944 
New London...... 25,711,077 
Albany, N. Y..... 25,602,312 

..New York City... 25,442,568 
Lawrence......... 25,351,995 
Brooklyn......... 25,272,200 
Newport......... 25,053,837 
New York City... 24,741,742 
Malden. ......... 24,579,971 
Worcester........ 24,326,531 
Portland, Maine 23,937,987 
Hartford......... 23,923,934 
Brooklyn......... 23,913,372 
Flushing......... 23,770,091 
ee 23,394,615 
Concord.......... 23,370,821 
Newburgh. ...... 23,337,198 
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Recent Bank Cases Before the 


NUMBER of recent court 
decisions are of particular 
interest to bankers. A 
knowledge of these decisions, 


Courts and How They Were 


Decided 


you another in its place. The 
new remedy need not be as con- 
venient or as satisfactory as the 








because of their bearing on the 

banking operation, will prove helpful 

to bankers in avoiding controversy. 
Women As Surety 


Let bankers in states forbidding 


married women to become surety take 


heart from a recent Kentucky case! 
There a married woman signed a 
note drawn to an individual as payee, 


‘who in turn delivered it to a bank as 


collateral security for his own note. 
The borrower’s original note being 
unpaid at maturity, the bank under- 
took to enforce payment of the 
married woman’s note given as col- 
lateral. She disclaimed liability on 
the ground that she was merely a 
surety and that therefore she was 
excused under a state statute. 

The Kentucky Court of Appeals, 
however, thought otherwise, holding 
that, in spite of the statute, a married 
woman is liable on her individual 
undertaking if she intends to incur 
personal obligation, even though the 
contract she enters be for the benefit 
of another. 

Score one for a decision that tends 
to keep this married woman surety 
business within proper bounds! 


Inheritance Taxes 


Here’s one that may mean an ace 
in the hole for trust officers with state 
inheritance tax headaches. 

State inheritance tax authorities may 
have to fight out their claims against 
certain decedents’ estates in the 
Federal courts if a recent decision of 
the United States Supreme Court in 
a Pennsylvania case is found to be 
applicable in other states. 


by 
CHARLES R. 
ROSENBERG, Jr. 


° * 


A Pennsylvania bank made executor 
of a will of a non-resident decedent 
sought in a Federal District Court to 
enjoin the attempted collection of 
inheritance tax by Pennsylvania au- 
thorities on the personal property of 
the estate. The court dismissed the 
bank’s petition, but on appeal the 
Supreme Court held that the procedure 
available under state law did not 
preclude the bank from invoking the 
equity jurisdiction of the Federal 
Courts. 


The Minnesota Case 


The newspapers gave so much space 
to the “emergency” discussions in the 
Supreme Court’s decision in the Min- 
nesota mortgage moratorium case that 
they completely overlooked some of 
the most significant doctrines referred 
to in the opinion. 

One of these is the state’s control of 
remedial processes. The rights which 
a bank has under a note, a mortgage 
or other contract are, after all, of 
practical value only to the extent to 
which they can be enforced, and en- 
forcement can be had only by the 
“remedy” provided by law —usually a 
suit, a foreclosure proceeding, or a 
bill in equity. 

Overnight a state can take away 
your existing remedy, provided it gives 


old one, so long as it does not 
destroy your substantial rights 
under the contract. For example, in 
some states you can foreclose a mort- 
gage and get control of the property 
in a few weeks, while in others the 
defaulting mortgagor can occupy the 
property and defy the mortgagee 
for eight or ten months, perhaps a year. 
Just a difference in “remedy.” 

Then there’s the police power of the 
state, the power, in short, to protect 
the safety, health and morals of the 
people. No private rights of contract 
can be sustained against the properly 
exercised police power of the state. 
“It does not matter,”’ says the Supreme 
Court, “that legislation appropriate 
to that end (that is, police power 
legislation) has the result of modifying 
or abrogating contracts already in 
effect.”” The real point of the Minne- 
sota case is that a state may act under 
its police powers for the economic 
protection of the people, even though 
in doing so it materially impairs the 
rights of individual citizens under 
private contracts. 

Change of legal remedy and police 
power may not be mentioned in your 
notes or mortgages or leases, but 
they’re in every transaction you handle 
just as effectively as if written in 
letters a foot high. 


The Failing Borrower 


Should a bank take control of a 
failing borrower’s business and liqui- 
date it for the benefit of creditors? 

It seems the sensible thing to do 
sometimes, but it’s a highly hazardous 
venture, as a recent New York case 
indicates. A group of New York 
banks to which a bankrupt corporation 
was indebted, set off the bankrupt’s 
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deposits against loans. The trustee 
in bankruptcy tried to get the deposits 
on the ground that, sometime before 
the bankruptcy, the banks had 
assumed control of the company’s 
business for purposes of liquidation. 
The court found that the banks had 
not done so, but indicated that if they 
had, they would have lost the privilege 
of setting off deposits against loans 
and would have been required to 
account for the deposits as held under 
constructive trust for creditors. 


Is It Signed Right? 


Be sure it’s signed right the first 
time, is a sound motto for bankers. 

A son, it appears from the facts in 
an interesting Kentucky case, had 
written authority to sign his father’s 
name to certain kinds of notes. Under 
this authority, as he thought, the son 
signed his father’s name to a note in 
favor of a certain payee, who dis- 
counted it. 

Later the father made an assignment 
for benefit of creditors. Then the 
holder of the note, apparently being in 
doubt as to the validity of the signa- 
ture to the instrument, got the father 
to execute a new note for the same 
amount. 

His claim under this new note, 
however, was disallowed by the father’s 
assignee. On appeal, the court held 
that the original note was invalid 
because it was not within the scope of 
the authority given the son by the 
father. As to the second note, it was 
decided that, since it created a new 
obligation after the assignment for 
benefit of creditors, it could not be 
applied against the assets in the hands 
of the assignee. 


Deficiency Judgments 


The deficiency judgment on mort- 
gage foreclosures has pretty well passed 
into legal history. Pennsylvania, re- 
putedly the last state to uphold the 
mortgage deficiency judgment, has 
just passed an act providing that where 
the mortgagee gets the mortgaged 
property at the sheriff’s sale, the fair 
and reasonable value of the property 
must be credited on the amount of 
the mortgage judgment. Not like the 
old days, when the mortgagee got the 
property for a nominal bid of one 
dollar and could still reach any other 
assets of the mortgagor for the full 
amount of the mortgage judgment. 


Guarding A Minor 


Where a bank is guardian for a 
minor or insane person, is it liable for 
guardianship funds left on deposit on 
open account? 


For example, the guardian bank 








Don’t Let Liens Ride 


Don’t let those liens grow stale! 


A Pennsylvania creditor levied 
on his debtor’s goods and ‘“‘let it 
ride’’ for several months. Then 
he had the sheriff advertise the 
goods for sale, but before the 
prospective sale date, the debtor 
was in bankruptcy. 

The trustee in bankruptcy re- 
fused to concede the validity of 
the lien of the levy and on appeal 
the United States Circuit Court 
said: 

**We reach the conclusion that 
the lien claimant made his levy 
solely for the purpose of acquiring 
a lien and without a genuine 
intention of proceeding promptly 
for the collection of his debt. He 
postponed all action until such 
time as the debtor was obviously 
insolvent and within four months 
of the bankruptcy. He has not 
met the test of good faith and has 
therefore failed to establish liens 
upon the fund.”’ 


Bankers are inclined to ‘go 
along’’ when a debtor comes in 
and asks that an execution proc- 
ess be allowed to lie dormant 
while he tries to work out his 
debt. The safer plan would seem 
to be to go through with the sale 
of the goods, buy in the goods 
possibly through a straw buyer, 
and then make a deal with the 
debtor to give back the goods 
when he pays up. 




















follows the approved practice of de- 
positing the uninvested cash in another 
bank. The other bank fails. Is the 
guardian bank liable for the loss? 

Maybe. If the funds were deposited 
for use for current expenses or while 
seeking investment, the guardian is 
not charged with the loss. But if the 
deposit were not of a_ temporary 
character for such a purpose, the 
deposit amounts to an unauthorized 
loan to the depository bank, in a 
recent opinion of the Kentucky Court 
of Appeals. 

Query: How long may such funds be 
left on deposit while seeking invest- 
ment? 

Answer: Not too long! Probably, 
whatever may seem to the court to 
be a reasonable time in the light of the 
circumstances in the particular case. 


Meaning of ‘‘Undersigned”’ 


A owed a bank $750 on his per- 
sonal note. Later, A and his wife 
gave their joint note to the bank in 
another transaction. Collateral secu- 
rity was deposited with this latter 
note, which provided by its terms that 
the collateral should cover ‘“‘all other 
present and future demands of any 
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and all kinds against the undersigned 
due or not due.” 

The joint note was duly paid, but 
the bank declined to return the 
collateral, contending that by virtue 
of the clause above quoted it had a 
lien on the collateral as security for 
the original unpaid note of A, the 
husband, alone, he being one of the 
“undersigned”’ to the second note. 

The court thought otherwise, hold- 
ing that the obligation of the “‘under- 
signed” had reference only to the joint 
obligations of husband and wife and 
not to the sole liability of either. Since 
the husband’s individual note was not 
a joint obligation of the “‘undersigned,” 
the bank could not hold the collateral 
to secure it. (First National Bank of 
Litchfield vs. Southworth, 215 Illinois 
640, also 74 N. E. Reporter 771.) The 
same conclusion was reached in 
Torrance vs. Third National Bank of 
Pittsburgh, 210 Federal Reporter 806 
and in Columbia National Bank vs. 
Commonwealth Trust Company, 238 
Federal Reporter 543. 


Forged Endorsements 


Twenty-seven checks drawn by one 
depositor were paid by his bank on 
forged endorsements. They were duly 
returned to him, cancelled, with state- 
ments of his account. He raised no 
question as to the genuineness of the 
endorsements or the correctness of the 
statements. 

Some months later he discovered 
that his confidential clerk had been 
practicing systematic frauds upon him, 
and this led to the discovery that the 
clerk had forged the endorsements on 
the checks. The depositor then sued 
to recover from the bank the amounts 
paid on the forged endorsements. 

The bank contended that since the 
depositor had by his silence impliedly 
accepted the endorsements as genuine 
and the statements of his account as 
correct, he could not now under- 
take to question them. It was the 
depositor’s duty, the bank urged, to 
examine the cancelled checks carefully 
when returned to him, and if this had 
been done, the forgeries would have 
been discovered promptly. 

Commenting on this contention, the 
Court, in substance, said: 

“The statements of the account 
made from time to time and the return 
of the vouchers, including the checks 
with the forged endorsements, con- 
stitute no obstacle to the maintenance 
of an action by the depositor, as he 
was ignorant of the facts and circum- 
stances under which the checks were 
put in circulation. An account thus 


stated can always be opened upon proof 
of mistake or fraud. 

“The examination of the checks 
would of course enable the depositor 
to ascertain whether his own signature 
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was genuine, but would not necessarily 
enable him to detect the forgery of the 
payee’s name. The drawer is not 
presumed to know, and in fact seldom 
does know, the signature of the payee. 
The bank must at its own peril 
determine that question.” (Shipman 
vs. Bank, 126 N. Y. 318.) 

And yet they complain that tellers 
are “too particular!” 


Known Hazards 


In the course of the construction of 
a bank building, a storage shed was 
erected on the roof of which debris 
accumulated and was allowed to 
remain. In addition, a great amount 
of snow had fallen and was permitted 
to remain on the shed roof. 

The weight caused the shed to 
collapse, as a result of which A was 
injured. At suit against the bank, he 
recovered substantial damages. 

On appeal by the bank, it was urged 
that the bank had no knowledge of the 
conditions which caused the damage, 
inasmuch as all matters pertaining to 
the construction activities were in the 
hands of a superintendent and foremen 
whom the bank had employed for that 
work. Against this the court pointed 
out that the bank, as a corporation, 
acted only through its officers, agents 
and employees; that the construction 
superintendent was the bank’s responsi- 
ble agent within the scope of his duty; 
that the construction superintendent 
knew or should have known of the 
hazard resulting from allowing the 
debris and snow to remain on the shed 
roof; and that this knowledge of the 
conditions on the part of the superin- 
tendent was the bank’s knowledge. 

Therefore, the court held, the bank 
was liable for negligence in failing to 
remove the hazard. (Johnson vs. 
First National Bank, 79 Wis. 414.) 


Note Signatures 


The general agent of a mining 
corporation, who was practically a 
general manager for the operation of 
its business, issued promissory notes 
in the name of the corporation as 
maker. These notes were discounted 
by a bank. When the corporation 
repudiated the notes upon present- 
ment, the bank sued. 

The bank could not recover, the 
court held, unless it could show that 
the agent had specific power to make 
promissory notes for the corporation. 
A general agent as such has no author- 
ity to issue promissory notes in the 
name of his principal. (N. Y. Iron 
Mine vs. Bank, 39 Michigan 644.) 


Officers As Customers 


A bank became transferee before 
maturity of certain notes which one 
of its customers, a business firm, had 
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received from the maker in a mer- 
chandise transaction. 

The notes being unpaid at maturity, 
the bank sued their maker. One of 
the defenses set up was that the bank’s 
cashier was a member of the firm 
which had transferred the notes to 
the bank and that, therefore, the bank 
was subject to certain defenses of 
which the cashier had knowledge in 
the original transaction. It appeared, 
however, that the bank had taken over 
the notes through its discount com- 
mittee of which the cashier was not a 
member. 

While it is true that, ordinarily, a 
bank is chargeable with knowledge 


coming to its officers, agents and em- 
ployees within the scope of their 
respective functions, the court decided 
that in this case the cashier did not 
act as cashier in handling the notes, 
but on behalf of the business firm. 
The discount committee acting for the 
bank in the matter, were not charge- 
able with the knowledge of defects in 
the notes that the cashier may have 
had in his capacity as a member of the 
business firm. (Natl. Bank of Com- 
merce vs. Feeney, 9 So. Dak. 553.) 

The court quoted approvingly the 
language of a decision in a similar case 
as follows: 

‘An officer of a banking corporation 
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has a perfect right to transact his own 
business at the bank of which he is an 
officer; and in such transaction his 
interest is adverse to the bank, and he 
represents himself, and not the bank. 
The law is well settled that, when an 
officer of a corporation is dealing with 
it in his individual interest, the cor- 
poration is not chargeable with his 
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uncommunicated knowledge of facts 
derogatory to his title to the property 
which is the subject of the trans- 
action.” (Bank vs. Lovit, 114 Mo. 519.) 

Of course, bank directors or trustees 
are in any event presumed to know of 
any statutory restrictions on dealings 
between the bank and its officers and 
directors. 


Statements Customers Understand 


(From page 13) the officers, together 
with a complete list of our holdings 
of investment bonds and United 
States bonds, showing their cost 
and the figure at which they are 
carried on our books. And when any 
material change occurs in our state- 
ment of condition, we incline to have 
a number of copies typewritten off 
and kept at hand where they can be 
passed out to customers and pros- 
pective customers when the occasion 
arises. And if you do not think that 
handing out a last-minute typewritten 
statement to supplement the last 
printed statement—if you do not 
think that this builds confidence, I can 
only suggest that you try it. 

All this day-by-day information is 
available every day to any of our cus- 
tomers who might be interested. We 
have consciously encouraged many of 
our substantial and representative cus- 
tomers to look at our daily statement 
whenever they are in the bank. Con- 
sequently we now have a fairly large 
group of customers who are thoroughly 
familiar with the progress of the 
institution and who show a real and 
continuing interest in the trend of our 
deposits. These individuals are not 


stockholders. They know, in fact, a 
great deal more about the affairs of 
our bank than do the typical stock- 
holders in most banks. They are really 
in position to talk very intelligently as 
to the condition of the bank and its 
progress and policies. From them we 
hear many favorable remarks. From 
people with whom they have talked 
we hear a still larger volume of com- 
plimentary comment. 

It would be nice if we had some 
definite way of measuring the benefits 
that come to us from the publication 
of these comprehensive annotated 
statements of condition, and from our 
other methods of broadcasting the 
intimate facts of our bank’s affairs. 
Many highly favorable letters have 
come to us from out-of-town depositors, 
particularly from treasurers of large 
corporations that maintain local ac- 
counts with us. We are told a good 
many times a day by local customers 
that they appreciate our frankness in 
taking them and the rest of the com- 
munity into our confidence. From all 
of which, even though we cannot meter 
the effect, we know that this program 
of frankness has been of very sub- 
stantial benefit to our institution. 


Keeping Up With New Ideas 


(From page 17) their names or depart- 
mental code numbers. The blank also 
contains this copy, ““The attached in- 
formation is of interest to you and your 
department. Please read and return 
to publicity department.” A note at 
the bottom of the form reads, “A 
permanent reference library is main- 
tained by the publicity department, 
and reference may be made to the 
attached copy or to other information 
concerning your department at any 
time.” 

In routing out clippings from the 
newspapers, or small items from maga- 
zines, we have a regular “Clipping 
Service” form. This consists of sheets 
of legal size paper (8% by 14 inches) 
with the departmental code numbers 
of the various officers and department 
heads, and carries the following copy: 
“Attached you will find clippings from 
current publications which may 
interest you. Please read, check your 
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number, and pass along to the other 
officers or department managers listed 
at the right. These items will be kept 
on file, and may be referred to at any 
time. Public Relations Department.” 


A SPACE is provided, at the top of the 

sheet, for the name and date of the 
publication from which the items were 
clipped. Let us look at a few of the 
recent clipping sheets, to learn just 
what is considered of interest. Here is 
one which contains an AP dispatch 
regarding developments in the Senate 
Banking Inquiry; another AP dispatch 
containing Senator Pope’s declaration 
that expansion of currency is essential 
to the maintenance of trade; a local 
item telling of the recovery of one of 
our directors who recently underwent 
a serious operation; an INS dispatch 
relative to the President’s plan to 
reopen banks; another regarding the 
New York banks’ support of the 
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President’s plan to expand the capital 
structure of the nation’s banks. 

Here is another, containing Dun 
and Bradstreet’s press release on busi- 
ness conditions; a local item regarding 
a plan to reopen one of the outlying 
banks; an AP dispatch containing a 
comparison of bank clearings this year 
with last; another regarding the New 
York banks’ action in tightening up 
on collateral. 

These clipping sheets contain both 
general and local items that should be 
of interest to our officers and depart- 
ment managers. Early editions of the 
papers are secured, and the clipping 
sheets are circulated as soon as possible 
after the paper is received. 


ONE advantage of this plan lies in 

the fact that all of the articles and 
clipping sheets are returned to the 
publicity department. This enables 
us to keep a complete reference file, 
which is quite valuable. 

This file is divided according to 
department, and is then subdivided 
according to the various phases of the 
work handled by each department. 
For example, under Credit Depart- 
ment, we find the following subdivi- 
sions: Advertising for Loans, Analysis 
of Financial Statements, Analysis of 
Securities, Call Loans, Credit Unions, 
Finance Companies, Financial Informa- 
tion, General Credit Department In- 
formation, Installment Buying and 
Selling, Standard Credit Department 
Practices, National Bankruptcy Act, 
Warehouse Receipts. Of course the 
files could be subdivided into far 
greater detail — however, we have grad- 
ually eliminated all of the little used 
subdivisions during the two years that 
this plan has been in operation, leaving 
only what we consider the most im- 
portant. 

Constant use is made of these files, 
since they contain all of the worth- 
while articles, surveys, and clippings 
that we have received over a period of 
years. 

The idea of having the publicity, or 
public relations, department handle 
the clipping service is not without pur- 
pose or forethought. Since this depart- 
ment is entrusted with interpreting the 
bank to the public it must, if it is to 
do a good job, be in constant touch 
with banking thought and develop- 
ment at all times. Such a system of 
clipping and routing out articles 
achieves a double purpose therefore — 
first, it makes it possible, even manda- 
tory, that the publicity department 
keep in touch with whatever is new in 
banking, and in the public’s attitude 
toward banking; second, it places new 
banking information in a convenient 
form for the busy officers and depart- 
ment managers, and leaves them little 
excuse to be ignorant regarding late 
banking developments. 
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CANADIAN NOTES and COMMENT 





PICKING MONEY OUT OF THE AIR 


How money was “picked out of the 
air” at the Royal Canadian mint was 
described by Watson Sellar, Comp- 
troller of the Treasury at Ottawa in 
addressing the Montreal Advertising 
Club on the “Idiosyncrasies of 
Money.” Mr. Sellar told many inter- 
esting anecdotes in connection with the 
operation of the mint, including the 
“mysterious disappearance of 45,000 
Canadian silver twenty-cent pieces put 
into circulation,” “why Canadian two 
dollar notes have never been a popular 
medium of circulation,” and “how an 
American canal was depicted on a 
Canadian note through a_photog- 
rapher’s error.” 

Getting back to picking money out 
of the air, Mr. Sellar related how on 
one occasion at the mint a new 
ventilating system was installed in the 
refinery. An outlet for the air was 
made over the door and a silk screen 
constructed over the aperture. After 
the summer was over the screen was 
taken down and washed and $400 in 
fine gold was found adhering to the 
silk. The particles were so fine that 
the human eye could not perceive 
them floating in the air but the air 
pressure had driven them against the 
mesh. 

Mr. Sellar also gave an example of 
the compactness of gold. From Sep- 
tember 1931 to the end of December 
last the Dominion had purchased gold 
having a statutory value of about 
$130,000,000. However a crate ten 
feet long, six feet wide and six feet 
high would enclose it. The weight 
though was impressive as it would tip 
the scales at 216 tons. 


THE POWER OF INTEREST 


A story worthy of a place in the 
bankers’ “Now You Tell One Club” 
was related by Mr. Sellar, of an amaz- 
ing case of a 42% year old conscience 
donation. It appears that during the 
Northwest Rebellion which occurred in 
1885, five beaver pelts were stolen 
from the quartermaster’s wagon and 
given away. Nearly forty-three years 
later the man who received them sent 
$90 to the department. He had 
valued the pelts at $5 each and had 
added interest at 6 per cent for 
421% years! 


THE NOTE ISSUE PRIVILEGE 


The suggestion of M. W. Wilson, 
vice-president and general manager of 
the Royal Bank of Canada, that 
Canada should view the elimination of 
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bank note issue, not as a step which 
must inevitably accompany the crea- 
tion of a central bank, but as a separate 
matter entirely has been commented 
on favorably in many Canadian news- 
papers. As Mr. Wilson pointed out in 
his address at the annual meeting of 
the Royal Bank, there are many places 
which could no longer support a 
branch bank if the note issue privilege 
is withdrawn. Pioneering in the 
establishment of banking facilities at 
many isolated points has been a 
characteristic of the Canadian system 
and there is no question that these 
branches have speeded up the develop- 
ment of natural resources and contrib- 
uted to the wealth of the country. 
It would be unfortunate indeed if this 
spirit of enterprise was destroyed with 
the withdrawal of note issue privilege. 


BANK CLEARINGS SHOW INCREASE 


Canadian bank clearings for 1933 
show an increase of 13.99 per cent 
over the 1932 total. Thirty-two 
clearing house centers reported $14,- 
720,611,029 in clearings for 1933, com- 
pared with $12,913,701,272 in 1932, 
and $16,931,384,959 in 1931. In the 
past ten years the highest clearing 
total reported was in 1929 when 
clearings reached $25,077,616,842. The 
lowest ten-year total reported was the 
1932 figure. 


A HUGE EXCHANGE BUSINESS 


Some indication of the huge volume 
of exchange business handled by 
Canadian banks was given by S. H. 
Logan, general manager of the Cana- 
dian Bank of Commerce, in discussing 
the invaluable services rendered by 
Canadian banks in financing Canada’s 
foreign trade. At the annual meeting 
of the bank, Mr. Logan stated that the 
Canadian Bank of Commerce alone put 
through its books in 1933 bills of 
exchange, inward and outward, trans- 
fers, drafts, credits, etc., aggregating 
$400,000,000. 


A SIGN OF PROSPERITY 


Business leaders in Canada are 
pointing to advances in trade figures, 
mounting bank clearings and bank 
debits as evidence of improving condi- 
tions. Many officers believe that the 
first concrete sign that the depression 
is ended will be when the old bonus 
circular is taken out of the bank 
archives, dusted off and dispatched to 
branches. 





DOLLARS, DOLLARS OR STERLING? 


Along with managers of bond de- 
partments, Canadian city treasurers 
and sinking-fund trustees are up in the 
front line trying to find a “better’ole”’ 
under a barrage of currency fluctu- 
ations. While the bulk of Canada’s debt 
is held domestically, the Dominion is 
associated financially with both Great 
Britain and the United States and 
many issues were floated in both 
countries. There are therefore the 
following classes of payments: Payable 
in United States funds only, payable in 
sterling only, payable in Canadian 
funds only, payable in sterling or 
Canadian funds at the option of 
holder, payable in United States or 
Canadian funds at the option of the 
holder, payable in sterling, United 
States or Canadian funds at the option 
of the holder. It can readily be seen 
why city treasurers scan the currency 
fluctuations with so much interest. 

Some public officials claim that no 
matter what happens in the exchange 
markets, they are “on the spot.” “If 


_ we show a handsome profit in taking 


advantage of some upward move in 
currency by selling our holdings we 
are accused in some quarters of gam- 
bling in foreign exchange,” said one 
finance official, ‘“‘on the other hand, 
if we hold our securities intact and 
lose money we are criticized for not 
using better judgment.” 

Recent shifts in exchange have aided 
many municipalities. A western school 
district disposed of some sterling 
debentures at a profit of $30,000. 
Many Canadian cities with sterling 
payments are not showing much con- 
cern. Either they are holding sterling 
bonds in their sinking-funds for protec- 
tion or they have already acquired 
sufficient sterling to meet their pay- 
ments. Other city treasurers with 
sterling obligations many months away 
are adopting a “wait and see attitude.” 
As they say “a lot of things can happen 
between now and then.” 


YE OLD GOLD SHOPPE 


Mere man who has been hit squarely 
in the eye with such signs as ““Vogue 
Shoppe,” and “Miladi’s Shoppe,” on 
Main Street has come to associate the 
appellation “Shoppe” with the pur- 
veyors of ladies’ lingerie and what such. 
However a Toronto “Shoppe” has been 
elevated to a more solid level with the 
introduction of ““The Old Gold Shoppe” 
which is certainly a sign of the times. 
The store’s advertisement in a Toronto 
paper which may be historic some day 
as a souvenir of the depression-torn 
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“gold age” states that “25 per cent 
premium paid on gold coins and the 
highest prices for discarded jewelry, 
dental gold, etc.” 


PROMOTING THE SILVER ISSUE 


Canadian economic history has 
shown that in different periods of 
depression, silver has come to the fore 
and nearly always the Province of 
British Columbia has been in the van 
of the agitation. Just to be consistent 
the Pacific province has organized an 
extremely vocal body of white metal 
enthusiasts under ““The Silver Dollar 
Association.”” This body will press for 
a domestic silver policy in Canada. 
The members state that a Canadian 
silver policy based on the present law 
could place in circulation in British 
Columbia an extra $15,000,000 per 
year and would open to production 
over 100 silver mines in the province. 

This is the rosy picture conjured up 
by the white metal boosters: “If the 
Dominion decided that in five years 
it would equal the circulation of bank 
bills with circulating silver dollars 
coined from Canadian silver, it would 
require 100 million ounces of silver and 
would provide a Dominion market at 
$1.25 per ounce for the entire output, 
for at least five years, of every silver 
mine operating in Canada during the 
peak years of 1928 and 1930. Silver 
shares would double and treble in value, 
and provincial government revenues 
from royalties, income and _ taxes 
would enormously increase.” 


IN THE DAYS OF GREENBACKS 


Apparently they had their currency 
problems away back in 1875 when 
sideburns and whiskers were in flower. 
An old volume, ““The Illustrated Guide 


to the House of Commons,” published 
in 1875, contains a chapter on “‘Ameri- 
can and Canadian Currency” which is 
indicative of the period, and interesting 
in light of present day happenings. An 
introduction, preceding several com- 
plicated currency calculations, reads 
as follows: “As many persons in com- 
mercial pursuits have seldom occasion 
of dealing with the United States and 
of comparing our currency with theirs, 
the following calculation on American 
currency relative to ours may be 
found useful.” According to the 
various conversion examples follow- 
ing, the discount on United States 
greenbacks at that time was around 
29 per cent which is just another proof 
history has a habit of repeating itself. 


STOPPING THE RACKETEER 


Bankers might be interested in pass- 
ing on to customers the details of a 
racket worked successfully at Toronto 
until the expected slip put the fraud 
artist into the hands of police. The 
simplicity of the scheme makes it 
dangerous. The method of operation 
was first to obtain statements and 
accounts either by mail-box thefts or 
otherwise. A check was then made 
out for a slightly larger amount than 
the bill and the debtor’s name forged 
and in addition a forged bank accept- 
ance stamp gave the check a genuine 
appearance. The statement and the 
forged check would be presented at 
the creditor company which was 
usually so favorably impressed with 
the prompt payment of their bill that 
the few dollars over would be cheer- 
fully given. The racket slipped when 
a forged check covering an account 
already paid was presented to one 
wide-awake merchandiser. 


Are You Getting Results from 
the HOLC 


(From page 16) keeping track of it through 
a large office, it is obvious that the 
smaller the volume of applications 
piled up for attention, the more 
economically they can be handled. 
Under the best conditions yet devised 
for a large district office, a large pro- 
portion of the total clerical expense 
consists of hunting up and keeping 
track of applications in process of 
disposition. In the institutional office 
the applications come in smaller vol- 
ume, they consist chiefly of mortgages 
with which the clerks have been 
familiar for years. The problem of 
keeping track is tremendously simpli- 
fied in an institutional office, which 
lifts all this extra work out of the way 
of the other applications in the district 
office. 

“Of the approximately 12,000 appli- 


cations which have been converted 
into bonds totaling approximately 
$34,000,000 through the Ohio state 
office of the H O L C, about 33 per 
cent have come through the insti- 
tutional offices. When you consider 
that these institutional offices have 
been operating only about nine weeks 
at most —excepting only the building- 
and-loan where the plan was tried out 
experimentally —while the district 
offices have been open since the latter 
part of August, the economy and 
efficiency of this plan must be obvious. 

“The institutional plan was worked 
out by the Ohio state office of the 
H O L C under the supervision of 
Henry G. Brunner, state manager, 
and T. T. Hawksworth, now assistant 
general manager in charge of Wisconsin. 
Illinois, Indiana, and Michigan. Too 
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much credit cannot be given these two 
men for conceiving and carrying 
through this idea. As soon as we 
heard of it and saw how well it worked 
in the Columbus experiment, we set 
about lending every active assistance 
to extending the plan thoughout the 
state. Its first application was to 
closed institutions, as a means of 
releasing the funds for depositors, for 
reorganization, for liquidation, or what 
not. Unquestionably it works out 
even more smoothly in a closed insti- 
tution, since the closed institution 
will more often accept those forms of 
settlement which fall short of the face 
of the obligation, while an open, going 
institution had usually rather foreclose 
the property than take a major reduc- 
tion. Consequently the number of 
applications closed in proportion to 


number filed is inevitably larger in a 
closed institution, everything else being 
equal. 

“State managers and special repre- 
sentatives in other states have been 
showing a good deal of interest in the 
institutional plan as developed in Ohio. 
There seems a good possibility that 
the banks and building-and-loan soci- 
eties and insurance companies of many 
states may soon be offered this option. 
Where the initiative does not come 
from the H O L C, it might pay the 
institutions to bring up the subject. 
Certainly the method is paying the 
institutions which are now using it 
in Ohio. 

“The Ohio experience thus far indi- 
cates a minimum of 250 applications 
is required to justify assigning a special 
agent to institutional work. This does 
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not mean that all of these mortgages 
must be in a single institution. We 
are sure that the most satisfactory way 
to handle institutional work is on the 
premises of the institution owning the 
mortgages. But if there are enough 
eligible mortgages in the hands of insti- 
tutions within comfortable reach of a 
single special agent, then one special 
agent can supervise the work in all of 
these little offices, some of them per- 
haps with only one clerk. This is 
being done very effectively today in 
some Ohio localities. 

“It looks as though this plan is one 
large part of the answer to how to get 
the banks and other institutions and 
the H O L C working together most 
effectively for their own interests as 
well as for the benefit of the general 
public.” 


Finding Borrowers of the Right Kind 


(From page 8) surplus funds occupied 
we negotiated a good-sized loan on col- 
lateral security with a Chicago broker 
who gets much of the bank’s and our 
customers’ business. An absolutely 
safe loan, adequately collateralized. 
We got it by thinking of that possi- 
bility, then asking the broker for it. 
It pays a comparatively low rate of 
interest, but more than we pay on 
time deposits. It is pretty close to net 
profit because these are surplus funds. 
If we find more lucrative uses for the 
money, we can get it out promptly; 
the broker will be entirely willing to 
return to his regular source of supply 


(From page 5) gold content of the dol- 
lar to 59.06 cents of the right to cut 
it further it has been assumed that 
eventually he may go all the way 
to a 50 cent dollar. 

A further reduction in the gold 
content of the dollar would be accom- 
panied: by a corresponding increase in 
the price offered for gold. A 50 cent 
dollar would mean a price of $41.34 
for gold. 

Whether ultimately the President 
would adopt the commodity dollar 
idea of Professor Irving Fisher of Yale 
University is uncertain. The President 
favors a dollar with a stable purchasing 
power which the Fisher compensated 
or commodity dollar plan would seek 
to assure by adjustments of the gold 
content of the dollar as the commodity 
price index changes. It would not be 
necessary for the administration to 
consider the commodity dollar plan 
until the price level reaches the high 


for his customary accommodations. 

If there were any chance that every 
banker who sees this article would 
take advantage of the tested profit- 
making ideas that it contains, it would 
be poor policy for me to publish it. For 
mind you, the only reason why so 
many additional opportunities exist 
for profit-making is that most country 
bankers are not alert to them. If, for 
example, all country bankers were hot 
on the trail of all these types of good 
but not obvious loans, we should not 
have all of the extra-profit business 
that we now have. We get much of 
it, if you please, because the general 


STABILIZATION 


point desired. When that time arrives, 
which presumably will not be for 
months or perhaps a year, the com- 
modity dollar program might be 
applied to prevent an excessive price 
rise or a fall in prices. As the price 
index rose too high the price of gold 
could be reduced and the gold content 
of the dollar increased. A decline in 
prices could be checked theoretically 
by an increase in the price of gold or a 
reduction in the gold content of the 
dollar. 

Under the law as it stands the 
President might make these readjust- 
ments with the commodity price level 
in mind, even though there is no 
express direction to do so, between the 
50 and 60 cent points but only for a 
period of three years. To set up 
permanent machinery for changes new 
legislation would be necessary. 

Those who question the workability 
of a commodity dollar plan would 


run of country banks put up a lacka- 
daisical competition. They busy them- 
selves with detail while we get out 
and hustle in a lot of good business 
that they might get if they were 
equally aggressive and if they pro- 
vided themselves enough time to do 
this sort of job. 


ys, there is plenty of profit-making 

opportunity in country banking even 
today, if the banker overlooks no bets. 
But to get this business he must get 
out and hustle. He must make every 
loan a good loan, he must make every 
transaction pay its way. 


prefer that the dollar should be 
stabilized at a fixed point. There are 
many who believe the President will 
decide to do this. 

At the time stabilization operations 
were commenced it was denied that 
any discussions were in progress look- 
ing toward an agreement with Great 
Britain for a steadying of exchanges. 
The assumption was that eventually 
there would be an agreement of this 
character. The British would prefer 
to maintain the pound on a ratio with 
the dollar somewhat lower than favored 
by the United States. Last summer 
the British wanted to stabilize the 
pound at about $3.90. Subsequently 
the rate was considerably above $5.00. 
There has been considerable talk of a 
final stabilization at about the old par 
of $4.86 which would mean a reduction 
of the gold content of the British pound 
by the same percentage as the Ameri- 
can dollar and would necessitate a new 
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relationship with the French franc. 

In the view of Treasury officials the 
new legislation places the United States 
on a modified international gold bullion 
standard. Essentially, however, the 
law provides a managed currency 
system. The gold bullion forms the 
base of the currency but many of the 
essential characteristics of what was 
formerly known as the gold standard 
are lacking. The law abolishes the old 
gold specie standard under which 
currency was redeemable in gold coin 
and permits redemption of currency in 
bullion only to the extent deemed 
advisable by the Secretary of the 
Treasury. The regulations issued per- 
mit no redemption of currency in 
bullion even when large amounts are 
presented as is possible under the gold 
bullion standard in both Great Britain 
and France. Gold bars are available 
through the Federal Reserve banks 
which in turn can get them from the 
Treasury, only for the settlement of 
international trade balances or for the 
maintenance of all kinds of currency 
at par. 

The old gold standard contemplated 
free movement of gold which no longer 
is possible. It also meant a fixed value 
of the dollar in terms of gold. While 
it is fixed at present it is subject to 
change. 

Gold may be released by the Treas- 
ury for use in industry and the arts 
subject to stringent restrictions. The 
regulations make it impossible for gold 
hoarders to turn in their gold at the 
new high price. 

The profit realized by the Treasury 
in acquiring all monetary gold stocks 
was computed at about $2,792,000,000. 
A 50 cent dollar would mean a profit 
of about $4,000,000,000. Exclusive of 
less than $300,000,000 in monetary 
gold still outside the Treasury mone- 
tary gold stocks amounted to about 
$4,000,000,000 of which about $3,500,- 
000,000 represented the reserve of the 
Federal Reserve banks. The Treasury 
realized a profit not only on the Federal 
Reserve gold but also on its own gold, 
including the $156,000,000 fund held 
as a reserve against the $346,000,000 of 
greenbacks. This reserve remains in 
gold equal to the same number of 
dollars but in the lower gold content. 

In exchange for their gold the 
Federal Reserve banks received gold 
certificates in a new form which are 
redeemable in gold only to the extent 
permitted by the Treasury. Gold 
certificates henceforth will not cir- 
culate. The new law permits the 
Treasury to issue gold certificates 
against the gold which represents its 
profit. These gold certificates may be 
deposited with the Federal Reserve 
banks, thus establishing an account 
against which checks may be drawn. 
This is the method by which the 
$2,000,000,000 will be expended. The 
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gold profit above this amount went 
into the general fund of the Treasury 
where it was automatically available 
for current expenditures. The dis- 
position of the administration, how- 
ever, was to retain it temporarily. If 
desired for use gold certificates might 
be deposited against it with the 
Reserve banks. 

One of the chief objections raised by 
the economists who appeared before 
Congressional committees in opposi- 
tion to various features of the bill was 
its inflationary possibilities. They 
would not have objected if the gold 
profit had been used to pay off the 
government obligations held by the 
Reserve banks, holding that no infla- 
tion could result from such an oper- 
ation. 

Expenditures from the gold profit 
under the plan in effect, the critics 
pointed out, would pile up in excess 
reserves of member banks with Re- 
serve banks, already at a record total 
approaching $1,000,000,000. On a 
basis of a possible ten-fold credit ex- 
pansion the $2,700,000,000 of gold 
profit, it was contended, could be 
expanded into $27,000,000,000 while 
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On January 2, 1934, we opened a “Central Mart’’ for 
the listing of coal, gas, oil, timber, fire clay and farm 
lands, etc., (not bonds and stocks) except as trade in 
on lands with the above natural products. Valuable 
opportunities for buyers and sellers. Write: 
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$4,000,000,000 of gold profit might 
become $40,000,000,000, which would 
mean a doubling of bank deposits of 
the country. The Treasury Depart- 
ment under its powers, the critics 
asserted, is virtually able to conduct 
vast open market operations which 
might nullify any credit control pro- 
gram of the Federal Reserve System. 
In the event of an inflationary trend 
the Federal Reserve System, it was 
declared, would be utterly unable to 
control the situation. 

All of which made little impression 
in Congress, where anything promising 
inflation is viewed with favor, where 
the Federal Reserve Board is none too 
popular and where the tendency is to 
regard Treasury domination of credit 
and banking as desirable. 
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Ask him about 


POSTING AN ANALYSIS RECORD 





He will explain how the latest Burroughs Bookkeeping Machine 
provides a neat, complete analysis record as a by-product of the 
statement posting. This record furnishes all information neces- 
sary to compute any type of service charge. 


Ask him about 


FIGURING SERVICE CHARGES 





See how Burroughs Electric Calculator quickly and accurately 
figures service charges from either a pen-and-ink or a machine- 
posted analysis record, under any plan of computing the charge. 


Ask him about 


FIGURING FLOAT ON DEPOSITS 





For combining figuring float, counting items deposited and 
proving deposits, investigate Burroughs Desk Duplex Adding 


Machine. For figuring float as a separate operation see Burroughs 
Electric Calculator. 


Ask him about 


RECORDING UNCOLLECTED FUNDS 





Learn how the latest Burroughs Bookkeeping Machine prints a 
record of uncollected funds directly on the customer’s ledger dur- 
ing the posting operation. This record is neat and legible and 
shows both due date and amount of uncollected funds credited. 
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(From page 11) by the President of the United States. As 
modified, the code provides for not more than twenty- 
five representatives of the American Bankers Association, 
three representatives of the non-members of the association 
and a representative or representatives without vote 
appointed by the President of the United States. 

The representatives of the non-members are to be 
selected in a manner approved by the administrator. 


Federal Guaranty Precedes Issuance of 
Farm Mortgage Refinancing Bonds 


Assuming what President Roosevelt described as a moral 
obligation, Congress has enacted legislation guaranteeing 
the principal as well as the interest of $2,000,000,000 of 
farm mortgage refinancing bonds. Originally as authorized 
by legislation of last spring only the interest was guar- 
anteed. 

The legislation, which is rather comprehensive, is 
designed to make the farm mortgage refinancing program 
more workable. The farm credit administration was fear- 
ful that the bonds as originally proposed to be issued by 
the federal land banks would not remain at par if either 
offered for sale or exchanged for farm mortgages as con- 
templated. Consequently up to the time of the new 
legislation only $150,000,000 of the bonds were issued, 
these being pledged with the Reconstruction Finance 
Corporation as security for a loan which was used in the 
form of cash in a limited amount of refinancing. Insurance 
companies and other large farm mortgage holders were 
disinclined to accept the bonds without a government 
guaranty of principal in exchange for mortgages, particu- 
larly as the plan involved a scaling down of the principal 
of obligations. 

Under the new legislation a corporation known as the 
federal farm mortgage corporation is set up. It would have 
a capital of $200,000,000 which would be obtained by the 
use of the amount appropriated last spring for what are 
known as land bank commissioner loans for refinancing 
such unsecured obligations as those for farm equipment, 
operating expenses and similar items. These loans, which 
are usually secured by second mortgages on farms, can 
be made under the new legislation not only to the amount 
of the capital of the corporation but also to an additional 
$600,000,000 from the $2,000,000,000 of authorized bonds. 

The bonds will be fully and unconditionally guaranteed, 
both as to interest and principal, by the United States and 
will be lawful investments and security for all fiduciary, 
trust and public funds, the investment or deposit of which 
is under the control of the government. The corporation 
may exchange its bonds for consolidated farm loan bonds 
of equal face value of the land banks. The land banks may 
use the corporation bonds in their farm mortgage refinanc- 
ing program either by delivering the bonds in disbursement 


of the loans or by selling the bonds and using the proceeds 
in loans. 


Report Suggests Possible Federal 
Licensing of Stock Exchanges 


Legislation for the regulation of stock exchanges was 
taking shape early in February on the basis of reeommenda- 
tions by a departmental committee headed by Assistant 
Secretary of Commerce John Dickinson which was trans- 
mitted to the banking and currency committees of the two 
Houses by President Roosevelt. The committee report, 
which was intended to be in accord with the general 
program to which the President and the Democratic party 


was committed in the campaign, was based in large 
measure on stock exchange evils as disclosed in the investi- 
gation of the Senate banking and currency committee. 
The President did not commit himself to the details of 
the report. 

The report received rather wide approval because of 
its proposal that broad powers should be vested in an 
administrative agency without attempting to define too 
closely just what should be prohibited. It was proposed 
that stock exchanges should be required to obtain a federal 
license as a condition permitting the use of the mails and 
of other interstate commerce instrumentalities for trans- 
mitting their quotations respecting sales and other trans- 
actions. The administrative authority would have power 
to revoke licenses or otherwise penalize exchanges. 

The administrative agency would be either a new 
commission known as the federal stock exchange authority 
or would be the present Federal Trade Commission with 
an enlarged membership. Administration of the new law 
would be coupled with that of the present securities act, 
now under the Federal Trade Commission. 


Home Loan Board Plans Three Steps 
to Extend Refinancing Resources 


For the same reasons that actuated him in approving 
a government guaranty of the principal of the farm mort- 
gage refinancing bonds President Roosevelt sanctioned 
similar action with respect to the $2,000,000,000 of home 
mortgage refinancing bonds. 

The home owners loan corporation, unlike the farm 
credit administration, ventured to market its original bonds 
without a government guaranty of principal. The bonds 
dropped considerably below par. The legislation for a 
guaranty of principal of the home mortgage bonds 
was still in the formative stage early in February. 

The home loan bank board with the approval of the 
President also announced that steps would be taken by 
legislation and otherwise to increase in three ways home 
refinancing resources. The first proposes an expansion of 
the credit resources of private home-financing institutions 
by increasing the volume of funds available through 
membership in the federal home loan bank system. The 
second proposes the active development of the federal 
savings and loan associations as private thrift institutions 
in communities where home financing resources are lacking 
or insufficient. The third would enable the home owners’ 
loan corporation, which deals only with home owners who 
are in difficulty with their present mortgages, to finance 
desirable improvements on those homes on which it makes 
emergency loans. 


New Revenue Bill Provides 
for Check Tax Repeal, January 1, 1935 


As reported to the House of Representatives by the 
ways and means committee the new revenue bill included 
a repeal of the bank check tax, effective January 1, 1935. 
It would otherwise have remained in effect until July 1, 1935. 

The tax, when incorporated in the revenue act of 1932, 
was estimated to raise $78,000,000 annually. Actual 
revenues have been at a rate only about half as great as 
the estimate. The December collections amounted to 
$3,519,536 as compared with $3,642,530 in December 1932. 

With numerous changes in the revenue bill likely in 
the Senate it was uncertain at the time the measure was 
in the House the middle of February what the ultimate 
fate of the bank check tax repeal provision would be. 
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The paper machine pictured above is a small 
fraction of the process of safety paper manufac- 
turing totally confined under one roof but is an 
important one in maintaining the traditional high 
quality standard of Gilbert Paper Company. 

Only through such a 100% manufacturing 
set-up” can the entire basic quality of a safety 
paper be controlled; especially by a paper mill de- 
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ARROWHEAD ... straight to the 
final choice of Safety Paper 


voted to the unvarying policy of the maintenance 
of the best standards, using modern equipment 
and the experience of generations of fine paper 
makers. 

Arrowhead Safety is the result of such a “‘set- 
up.” Go straight by specifying Arrowhead to 
your printer, lithographer, or engraver. 
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